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CEMA COOPERATIVE ARRANGEMENTS OUTLINED 
East Belin PRESSE-INFORMATIONEN in German No 117, 9 Oct 85 p 2 


{Article by Dr Klaus Stubenrauch, state secretary in the GDR Ministry of 
Science and Technology: “Successful Scientific-Technical Cooperation in 
CEMA” | 


[Text] The increasing role of economic, scientific and technical cooperation 
among brother nations in the growth of effective cooperative production was 
endorsed once again at the 40th Conference of Mutual Economic Aid Councils in 
Warsaw in June 1985. Special significance was given to the need for a close 
relationship between science, technology and production. Along these lines, the 
member countries of COMECON are currently putting together the 15- to 20-year 
complex program for scientific and technical progress, which is of maximum 
importance for strengthening and furthering the growth of our economies. 

The present successful cooperation within COMECON can serve as a starting point 
for this project. About 3,000 scientific and technical organizations are 

taking part in this multilateral cooperative effort. Approximately 2,000 
cooperative scientific and technical projects are completed each year. 


Results of Cooperative Research 


Numerous results have been obtained from cooperative research based on 
intergovernmental agreements with the USSR and other member nations of COMECON, 
especially over the past few years. The key areas and disciplines investigated 
include rational energy use and production, the development and accelerated 
application of microelectronics and robotics, the effective use and processing 
of raw materials, the chemical industry, construction of machine tools, farm 
machinery, and tractors, and plant and animal production. Experience in these 
and other areas confirms that cooperative work progresses most effectively and 
is mutually beneficial when the performance of each member country is high. 


This becomes clear, for example, in regard to the facilities and equipment for 
oil purification and distillation and for coal mining which our republic has 
been supplying for about ten years. Technology produced by the VEB 
Leipzig/Grimma Chemical-Plant Construction combine and TAKRAF, the Heavy 
Machinery Construction combine, has demonstrated optimum performance under 
extreme climatic conditions in both Siberia and Kazakhtan. This technology 
contributes substantially to production stability and efficiency. The »lants 














and equipment represent the state-of-the-art worldwide. Many of the technica! 
innovations can be attributed to fruitful cooperation with Soviet scientists, 
engineers and specialists with the Government Petroleum Institute in Kuibyshev, 
the Tjumen petroleum district, and the Ekibastus and Kansk-Atschinsk coal 
mining and processing centers. 


A similar cooperative arrangement exists between the VEB collective Robot ron 
and the Soviet scientific production consortium Sojustechnopribor. Together 
they are developing robot systems designed to cut prismatic parts and to 
assemble keyboards for electronic calculators and typewriters, which in the 
meantime are being tested successfully. These systems will be used in plants 
in the GDR and the USSR in future, and should bring about a considerable 
increase in productivity and production quality. 


Concentration on Key Areas 


Overall, it has been found that the best method is to concentrate scientific 

and technical cooperation on selected key areas of the economy. This approach 
has yielded good results with the CSSR in streamlining lignite mining, in the 
use of microelectronics to automate technical processes in the textile industry, 
in especially high-output sewing stations, in the development of shotocopier 
resists for microelectronics, and in the lowering of heat energy requirements 
in residential, public, and industrial tuildings. 


Cooperative projects with the Hungarian People's Renublic include the 
development of machines for plant protection and x-ray equipment; with the 
Bulgarian People's Repubic, the processing of secondary raw materials and the 
use of waste-product-free technologies; with the Polish People's Republic, 
potato and sugar beet cultivation; and with the Rumanian Socialist Republic, 
the development of technologies and equipment for foundry practice. 


The increasing scientific and technical level of this cooperation is also shown 
by the progressive growth of the mutual exchange of intangible goods on a 
commercial basis. The number of license agreements which the GDR has concluded 
with other member nations of COMECON increased from arourd 400 during 1981 to 
about 650 in 1984. 


It is characteristic of this close cooveratiou that in the process of complet ing 
the coordinated long-term project, stable direct relations have developed to a 
large extent among the participating collectives, research organizations and 
plants, and friendly contact between those involved in the project has deepened. 
The general responsibility of developing and creating products which represent 
the highest level of performance and quality anywhere in the world, and thus of 
strengthening the economic basis of socialism, provides scientists, engineers 
and workers with a strong impulse for creative work. 


13114/12951 
CSO: 2300/30 
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CZECHOSLOVAKIA 


ENGINEERING, ELECTRICAL INDUSTRY TO 1990 VIEWED 


Prague PLANOVANE HOSPODARSTVI in Czech No 6, 1985 pp 1-7 
{Article by Deputy Minister of the State Planning Commission Josef Voracek] 


[Text] The engineering and electrical sectors constitute the largest 
manufacturing complex of CSR industry. In 1985, their portion of the total 
industrial production reached 34 percent. In the time between the year 1948 and 
the present, the engineering industry went through a series of organizational 
changes. At present, the engineering industry is governed by two ministries, 
while one ministry oversees the electrical industry. The output of the three 
departments, FMHTS, FMVS, and FMEP, in large part satisfies the need for the 
reinvestment growth in the national economy in the manufacturing and 
non-manufacturing sphere; they share in the coverage of the domestic industrial 
goods market, and their share in all of CSR export trade amounts to 41 percent. 
A considerable part of the eingineering industry's pruduction--more than 20 
percent, about 40 billion Kcs worth--is from production programs of 
non-engineering departments and cooperatives, from operation of community 
services and the local economies. 


Our engineering irdustry came into the post-war period with a production 
structure which reflected the historical development in the first republic and 
the wartime economy during the occupation. AT the IX meeting of the CPCZ in 
1949, the fundamental plans for the future development of the engineering 
industry were laid out. It was determined that the manufacturing base should be 
strengthened, especially in the following areas: 





--the production of manufacturing resources to ensure the industrialization of 
the national economy and collectivization of agriculture; 


--in harmony with the needs of the industrialization of other countries building 
socialism, insure the export of machinery and equipment; 


--to build up the necessary capacity for the strengtheiing of the ability to 
defend our country as well as other socialist countries. 


The task of being the main provider and purchaser of raw materials also fell on 
the engineering industry, since a positive balance in the scope of the 
international machinery market should have allowed the importation of raw 
materials as well as food products and raw agricult .ral materials from socialist 

















countries. The output of light industry should have had to cover only the 
domestic needs, and was exempt from the export to the capitalist countries; this 
should have allowed a decrease in the impertetion of raw materials for the light 
industry; for example, leather, textiles, etc. 


The reality of the positive trade balance from the export of machinery being 
offset by the negative balance from the import of raw materials, does not change 
the fact that this plan did not prove absolutely true through the years. The 
continually increasing positive balance in the machinery sector was not enough 
to defray the imports of raw materials, especially from the Soviet Union, and 
therefore more and more consumer goods and rolled materials were used for 
export. 


The meeting of the CPCZ Central Committee on 26 February 1950 laid out a goal 
"...to firstly orient our industry to produce those things for which we will 
have a continued, long term and steady demand, i.e. mainly products of the heavy 
industry, heavy engineering industry..." The outline of the priority position 
of the engineering sector in the CSR industry was confirmed, refined, and added 
to by other proclamations of the congresses of the CPCZ and meetings of the 
Central Committee. At the XI Congress, a group of programs was approved which 
outlined the expansion of the chemical engineering industry, ensuring an 
incrcase in the manufacturing of electrical as well as diese! railroad engines 
and furnace units for power plants and steelmills, to broaden the production of 
shaping and milling machines and tools, to ensure the capacity of the 
engineering metallurgy and the production of machinery for the building 
industry. For this period, plans were laid out to also increase production of 
electronic devices, meters, regulators and ca ulators, which was due to the 
conditions of the rapidly spreading technological revolution, expressed even 
then as a priority program. 


The importance of complex mechanization and automation for increasing 
productivity was emphasized, especially in realization of large quantity or mass 
production. These, overall correct goals, made more concrete in the Third 
5-Year Plan, were not completely fulfilled due to the changes in the domestic as 
well as international economic conditions. 


Growth in the engineering industry in 1965 was only 34 percent as compared with 
that of 1960. It was therefore necessary to re-evaluate our goals for our 
domestic economy as well as those for export to other socialist countries. 


The goals of the Fourth 5-Year Plan, as formulated by the XIII Party Congress, 
were exceeded by the engineering industry. The congress emphasized the goals 
for the export of engineering industry's products to the capitalist countries, 
the increase in our standard of living, and the nonproductive industries 
(building of housing, highways, the Prague metro etc.). A program for the 
quicker development of private automobiles end electrical and electronic 
consumer goods, was also worked out. The planned growth of the engineering 
industry output of 43 percent actually reached 55 percent, even though, as in 
the whule national economy, continuous development was interrupted by a 
revisionist interpretation of the goals of the economic reform in the 
engineering industry. 




















The growth of the engineering industry output in 1970 reached an index of !.55 
when compared with the 1965 index, and its share of the overall industria! 
production rose from 22.6 percent to 25.5 percent. A basic change vas brought 
to the temporary haphazard development by the action of the central committee of 
the CPCZ in the year 1969, which was positively reflected in the fact that al! 
the goals set forth in the Fourth 5-Year Plan were surpassed. 


The high priority role of the engineering and electrical industry in the growth 
of the CSR economy was confirmed by the XIV and XV congresses of the CPCZ. It 
determined to increase their production output, expand exports to the socialist 
countries and to im:rease the marketability and exportability of our products to 
the non-socialist countries. Besides the goals for increasing the deliveries to 
the marketplace stockpiles, especially in the Fifth 5-Year Plan, complexly 
safeguarded structural changes in specifically selected developmental programs 
came about in the engineering in “ustry. 


Strategic for both 5-year plans was the program to heighten tne effectiveness of 
utilizing the technical progress and continuous intensifying of the socialist 
division of labor. The engineering industry development programs originally 
included carefully chosen products and machinery which could be classified into 
18 fields; in the closing years of the Fifth 5-Year Plan, these were expanded to 
include the manufacturing of the machinery for the mining of lignite, conveyor 
transport and nuclear energy. 


The worked out and accepted economic concepts were, already ‘n the first few 
years of the Fifth 5-Year Plan, negatively influenced by the growing 
difficulties in obtaining energy, fuels and raw matertals, and surfacing 
problems with the marketing of our exported goods to capitalist and soctalist 
countries. Along with other influences (the decrease in the growth rate of 
consumer goods markets etc.) in the period 1970-1980, there was a decrease in 
the vitality of the engineering industry production--the index of growth for the 
engineering industry was 1.5 for 1970-1975 and decreased to 1.4 in the years 
1980-1985. The engineering industry's share of the whole industrial output was 
25.5 percent in 1970, 27.7 percent in 1975, and reached 30.8 percent in the year 
of 1980. 


The intensity of the structural changes, as expressed by the dynamic rate of 
growth of output due to the developmental programs at the time of the Fifth 
5-Year Plan, grew sharply, actually by 87 percent, while the production of 
calculating technology increased by a factor of almost 3.5, peak textile 
machines and agricultural technology machines by a factor of 2.5, 
micro-electronics by a factor of almost 3, etc. Compared to that, during the 
years 1975-1980, the manufacturing included in the developmental programs 
increased only by 55 percent, and a number of divisions did not even reach the 
average rate of development of the engineering industry as a whole. 


The complex of the engineering and electrical industry, by virtue of its 
importance and its share in the development of modernization of the 
material-technical base, the scientific-technical development, the 
rationalization and evaluation of energy, fuels and raw material sources, and by 
its link to the international division of labor, commands a prominent position 
ir. the Seventh 5-Year Plan, and in the future development of the national 
economy. Its goal is manifested especially in the stepped-up intensification 























process of the CSR economy and in the deepening of the socialist economic 
integration with the CEMA countries. 


The engineering and electrical industry's production constitutes about one-third 
of the total volume of our industrial production. The importance of its 
position is also due to the utilization of its production at the principal 
crossovers from industry into the national economy (in percent): 


Table 1 

1980 Plan 1985 
Gross production (comp. 77) 29.0 32.6 
Production for re-investment 84.3 80.8 
Export to socialist countries 56.5 57.7 
Export to non-socialist countries 24.6 24.0 
Production for the domestic market 8.7 10.0 





From the unbalanced share of this complex in the production of machinery and 
equipment for the re-investment building emerges its goal of ensuring high 
technical standards and modernization of the whole manufacturing base, which 
places a considerable burden on the whole assortment of the engineering 
industry's production. Also, of the entire industrial production for export, 
the participation of the engineering and electrical industry is more than 44 
percent (all exports) and in exports to socialist countries, it supplies the 
decisive part of the positive balance of payments to cover the imports of raw 
materials. In the production for the domestic market it ensures a long-term 
consumer consumption with an outstanding range of industrial consumer goods, of 
which privately owned cars sere a decisive part. The engineering and electricel 
industry shows the following participation in the basic inputs into industry as 
a whole (in percent). 


Table 2 1980 1985 
Number of workers 37.5 38.2 
Basic resources (total) 22.3 22.6 
Basic resources (engin. only) 23.3 24.0 





The above table shows that during the dynamic growth of the engineering and 
electrical industry's output in the Seventh 5-Year Plan, which reached 128 
percent as compared to 114 percent growth of industry in general, the share of 
the basic resources used by this branch is not growing conspicuously. In 
relation to the indicator of adjusted individual performance, it is anticipated 
that the utilization of the basic resources by the engineering and electrical 
industry will increase by 8 percem.. In relation to the same indicator, work 
productivity will rise in the Seventh 5-Year Plan to 144 percent as compared to 
122 percent for industry as a whole. 




















Direction of the Development of the Engineering and Electrical Industry to the 
Year 1990--Direction of the National Science and Technology Politics 


The Technological development in the engineering and electrical industry is, in 
ime Eighth 5-Year Plan, directed to solving and ensuring of basic 
intensification factors; that is to lower the material and energy ~equirements 
of the industry's products, to increase their useful qualities, technological 
parameters as well as their reliability, and to raise the level of technology of 
production. 


For this to result, we must assume, on the national plan level, a fulfillment of 
170 research developed objectives, especially those that ensure the success of 
the national goal oriented and scientific-technical programs. The prevailing 
number of them are aimed at a further development of the supporting 
manufacturing programs of the whole engineering and electrical industry complex, 
and increasing their application to foreign markets while lowering unnecessary 
imports from non-socialist countries. Another group of these objectives follows 
the development of the manufacturing technology in the engineering and 
electrical industry and other branches of the national economy. 


The decisive objectives of research and development at the national plan level 
are aimed at the following areas of production: 


--research and development of micro-electronic parts base 


--controlling systems for lathes, milling machines, textile looms and other 
machines 


--4th generation automation technology 
--calculator technology 

--equipment for radio and telecommunication 
--connecting devices twchnol ogy 

--selected instruments technology 

--high tensivun electricity technologies 


--equipment and ecpecially the controlling systems for nuclear powerplants with 
non-heavy water reactors 


Along with these objectives, we will be solving a series of tasks connected with 
robotization, manufacturing of hydraulic equipment, a new generation of diesel 
engines, agricultural technology, resolving of the suburban transportation 
problems, and the safeguarding of the environment etc. Concurrently with the 
realization of the research and development tasks, the directive of the Fighth 
5<-Year Plan calle for the creation of 751 realization steps, fvllowed at the 
national plan level as well as at the departmental plans for technical 
development. The overall volume of production realized from these is projected 
to be about 27.4 billion Kcs. 
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The fulfillment of the technological development tasks will cause an increase in 
the share of the high level techno-economic products in the overall] production 
of goods (in percent). 


Table 3 
Actual Directive 
1980 1985 1990 
Share of the high level techno-economic 
products in the production of goods 8.22 12.96 18.76 





It is assumed that during the realization of the stated goals, the sphere of the 
technical development will be re-supplied with new tasks which will come from 
the discoveries of basic research. According to the directive of the Eighth 
5-Year Plan, the rate of growth of output from the engineering and electrical 
industry as compared to the level achieved in the previous 5 years is shown thus 
(in billion Kcs, year 1980-100): 


Table 4 
Index 
1985/1980 1990/1985 1990/1980 
Production of goods of the above: 128.1 131.7 168.7 
Electrical industry 150.1 162.4 243.8 
Engineering industry 123.4 121.5 152.9 





The basic structural change in this complex is the considerably faster growth of 
production in the electrical industry, which will safeguard the ongoing program 
of electronization of the whole national economy. Its realm will include the 
more than doubling of the growth rate of the electronic parts base and the 
re-inve ‘tment electronics, and the measuring and laboratory technology will also 
register a higher intensity of growth. 


In the engineering industry's production, the one outstanding structural change 
is in the roughly doubling rate of production of robots and manipulators, and an 
above average growth in manufacturing of hoist and transport equipment and 
associated fields. 


Of decisive importance in the Eighth 5-Year Plan will however be the realization 
of the postulated intersectorial structural changes of production, where the 
unification of the technological production cell will be of the first priority; 
which will in turn allow, with full utilization of electronics, a gradual 
automation of the manufacturing processes. This involves mainly the use of the 
engineering industry's technology for our own engineering industry and the 
manufacturing base of other branches of the national economy, transportation 
technology and others. 
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In the basic steps of utilization of the engineering and electrical industry's 
production in the Eighth 5-Year Plan, there will be the following development of 
their structure (in billions of Kcs of total export, year 1980=100): 


Table 5 

Index 
Deliveries for: 1985/1980 1990/1985 1990/1980 
Re-investment 114.8 130.2 144.2 
Domestic market 121.9 127.0 154.5 
Total exports 131.7 118.3 155.8 
Of the above: 
To socialist countries 135.5 155.6 156.6 
To non-socialist countries 120.3 128.0 153.4 





The lower rate of growth of export when compared to the Seventh 5-Year Plan is 
due to the commodity structure of CSR deliveries to the USSR, by which we cover 
the ‘mports of raw materials. It is postulated that the higher exports of the 
engineering industry's goods will be paralleled by an equal importation of 
machinery and equipment form the Soviet Union. The projected and exacting 
increase in the exports to the non-socialist countries in the Eighth 5-Year Plan 
was the result of the intent to gain, through proper measures in the 
manufacturing and marketing sectors, a better acceptance of the engineering and 
electronics industry's products on these mariets along with returned growth of 
its effectiveness. It will be necessary, in international trade, to approach 
the engineering industrial needs of the PRC carefully and with new ideas, and to 
take into account the interest of the Chinese economic circles in the 
modenrization of their economy. These realities should be projected into the 
commodities structure of the CSR exports. At the same time it will be 
beneficial to explore the possibilities of importing Chinese products for 
domestic use of the CSR, mainly in the fields of engineering industry's consumer 
goods, radio technology, light industrial machinery, tools for the trades, and 
small transportation vehicles. In production earmarked for domestic use, the 
Eighth 5-Year Plan directive calls for ensuring that the needs of the 
re-investment build-up will be covered, and points out the modernization of the 
engineering industry's manufacturing base of the national economy, in 
particular. With a greater growth of deliveries to the domestic market, it is 
assumed that a considerable increase in the electronic consumer goods’ share of 
this market will be assured. 


Concurrently, the level of specialization and cooperation in production among 
the CEMA member countries comes from working out tasks of long term goal 
programs of the engineering industry, and our commitments coming from the long 
term program of cooperation with the Soviet Union. On the basis of the 
specialized and cooperational agreements entered into, the share of the 
specialized production in exports of the engineering and electrical industry 
developed as follows (in percent). 

















1960 1970 1975 1980 1985 
7 17 22 30 43 
At the same time, in the field of engineering and electrical industry, there 


were 102 muiti-party and 161 two-party specialization and cooperation agreements 
entered into; these were: 


Table 6 
Multi-Party Two-Party 
In the heavy engineering industry 35 45 
In the general engineering industry 34 68 
In the eiectrical industry 33 48 





The majority of the two-party agreements were entered into with the GDR (59). 
The great majority of the specialization and cooperation agreements entered into 
had, from the CSR side, a pro-export character. 


During the coordinatior of plans with the CEMA countries, for the years 
1986-1990, with the permanent working groups of the intra-governmenta] 
commission and the council of the HVTS and the CEMA council for cooperation in 
the engineering industries, more possibilities for widening and deepening of 
cooperation after the year 1985 were searched out. Many of the specialization 
and cooperation agreements were already extended to the year 1990. Other 
possibilities of development of specialization and cooperation are emerging in 
the manufacturing of the equipment for nuclear power plants and the chemical 
industry, also in the production of over the road and rail vehicles, the 
machinery for light industry, agricultural machinery, calculating and 
telecommunications technology, the spare parts base, special technology 
equipment, etc. 


The basic purpose for the creation of the assumptions for more development of 
the socialist economic integration, is the tight cooperation between the CEMA 
member countries in the scientific-technical development, and in the development 
of the highly progressive manufacturing technologies for the engineering and 
electrical industry as well as the other branches of the national economy. A 
new and higher form of technico-economic cooperation is the signing of the 
agreement with the USSR for the creation of the scientific-technical group 
ROBOT. 


In the area of re-investment building of the engineering and electrical 

industry, the directive assumes the volume of work and output on the order of 
78.5 billion Kes. It is oriented mainly toward the reconstruction and 
modernization of the existing technical-production base. The pivotal point of 
this will lie in the modernization of technology of production of the unified 
sectors and lines, ensuring the fulfillment of the export and anti-import goals, 
and the national target programs of conservation of fuels, energy etc. 
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During the new building up of the engineering industry, the main thrust will be 
toward the finishing of the construction of the plant for the manufacture of 
streetcars in Zlicin, increase of the capacity for manufacturing of containers 
in Trebiskov, re-building of the foundries SIGMA in Slatin and Usti on Elbe, the 
welding plant CKD in Kutna Hora, the piston ring manufacturing plant in Buzulk, 
Komarov, small water turbines in CKD Blansko, build up the production capacity 
to ensure the start of the new model of the S-78 personal automobile, the new 
series of UR III and UR IV tractors, increase the production of the AVIA trucks, 
and complete the construction of the BAZ Bratislava plant. 


In the electrical industry we should see the building up of facilities that will 
ensure the development of the parts division of TESLA in Roznov, Lanskroun and 
Piestany, the means for further broadening of the manufacturing of single 
purpose machines, laboratory instruments, distributors, robotization of the 
workplace and medical technology. This will also include the construction of 
the production and assembly plant in Roznav. 


The established planned development of the manufacturing base of the engineering 
and electrical industry is not totally guaranteed by the building capacities and 
from the point of view of ensuring new manufacturing, it even shows a 
discrepancy in the time schedule. The stated limits of the re-investment 
buildup in the directive of the Eighth 5-Year Plan do not allow the fulfillment 
of some other important tasks, as for example the high pressure hydraulics plant 
in Transport, Chrudjim, the non-furnace reifning of steel in VZKG Ostrava, the 
welding shop in the machine works in Zdar on Sazava, re-building of the rail car 
facility in Studenka and Ceska Lipa, the finishing of construction of the CKD 
plant in Zlicin, increasing the production capacity of skoda trucks and 
finishing the construction of the TAZ company in Trnava and the equipment for 
the protection of the environment etc. The realization of these plans, which 
will all together cost about 10 billion Kes, will have to be delayed until some 
future time. 


In the realm of the qualitative indicators, it is assumed that the goals set out 
by the directive for implementing the Eighth 5-Year Plan will be met, but as the 
work progresses there will be a need in the individual branches of the 
engineering and electrical industry to further verify these goals. 
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[Text] The aim of the economic strategy, approved by the SED's 10th party 
congress in 1981, is to implement the transition of the GDR economy to the 
intensive type of economic growth. In practical terms, this means primarily a 
closer linkage of production growth and increased productivity. 


This basic economic-political orientation also applies to agriculture. Hence, 
further intensification of agricultural production in the GDR depends on the 
more efficient utilization of available resources in this economic sector in 
order to ensure, to an increasing degree, the stable supply of both the 
population and industry from domestic agricultural sources. That is the main 
way of implementing, also in the GDR agricultural sector, the transition to 
comprehensive socialist intensification as the principal type of socialist 
production. This type of production focuses the economic units on steadily 
growing agricultural production while cutting the consumption of specific 
essential resources. 


It also means that agricultural productivity is becoming an even more important 
criterion in management decision-making at all levels of the economy. 


Improvement of agricultural p.oductivity is the centerpiece of the agricultural 
price reform that was passed by the SED's 10th party congress and put into 
effect on | January 1984. It is an integral part of the process to perfect the 
system of managing, pianning and economically stimulating agricultural 
production. The social need for it stems from the changed production conditions 
that occurred in the GDR economy in the early 1980s. 


Implementation of supply tasks on the basis of steadily growing yields and 
accomplishments must more and more be tied to greater agricultural productivity. 
Practical efforts to deal with this productivity criterion are inseparably 
linked to the establishment of concrete value standards. In terms of socialist 
commodity production, concrete standards are an important social prerequisite 
for harmonizing the economic interests of the collectives with those of society 
and for ensuring that the economic activities of the enterprises meet the 
economic productivity goals. 
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Based on this realization, the party and the government, in past years, adapted 
the economic regulatory system to these changing conditions and needs. This was 
accomplished in specific stages. After completing the introduction of uniform 
prices and levies in 1971, necessary shifts within the agricultural price system 
were made on a regular basis and other rules were refined without mcedifying, 
however, the general agricultural price level. 


Problems evolving in recent years required additional changes so that the 
agricultural price reform can now be termed one of the most profound political 
and economic “measures in the history of our agriculture." 


The agricultural price reform brings the prices of produced commodities and of 
investment goods, agriculture has to pay, to a level that reflects in large 
measure the changes in economic costs. At the same time, a number of former 
subsidies were incorporated in the price, and--in line with the goals of the 
10th Party Congress of the SED--led to generally improved production conditions 
for LPGs. 


The agricultural price reform is an important measure:to implement the SED's 
economic strategy in the agricultural sector. Its goal is to mobilize the 
intellectual and material potential of the class of collective farmers and 
workers of the socialist agricultural system in order to achieve an intensive 
hike in production. It is based on the realization that agricultural production 
prices must reflect all essential economic processes. Therefore, the purpose of 
approximating production prices and socially necessary costs, as the centerpiece 
of the agricultural price reform, is to: 


--stimulate per-hectare yields and per-animal output in a comprehensive way, 
--encourage resource saving in a significant way, 


--create favorable economic conditions for expanding the production of the 
collectives, 


--express more completely the real social efforts to produce agricultural 
commodities, 


--identify in more detail the economic accomplishments of agriculture compared 
to other production areas and branches. 


The agricultural price reform is not just a matter of changing the agricultural 
production prices that apply to state purchases from socialist agricultural 
enterprises. As an agricultural-political meaasure which has been agreed on by 
the participating partners, it also includes among other things: 

--overhauling capital goods prices, 


--overhauling the economic levies of socialist agricultural enterprises, 


--revising the award of state subsidies to LPGs and state farms, 


--reassessing the value of operating funds owned by socialist agricultural 
enterprises, 











--modifying existing credit, interest and insurance terms, 


--overhauling the prices of commodities produced by the personal efforts of 
small farmers, 


--changing the agreed price levels governing the economic relationship of 
cooperating agricultural entities. 


Because of its complexity, the agricultural price reform establishes a mew 
economic basis for the agricultural production process overall] and for the 
individual economic entities in this area of the economy. It alters the 
cost-profit relationship for individual products and for all management |evels 
in this area of the economy. The new productivity rules are a much greater 
incentive for LPGs and state farms to utilize every square meter of land to a 
significantly larger extent, to keep improving the productivity of the soil and 
to achieve high yields and performances. The new production prices make it 
possible for every agricultural enterprise to organize its output in a 
profitable way. 


As a result of the enhanced profitability of agricultural production, the 

econ. tic conditions have made it easier for LPGs to accumulate wealth and to 
improve the working and living conditions of cooperative farmers in accordance 
with domestic economic opportunities. In addition, the LPGs and state farms are 
now able to provide, in larger mesure, material and financial means to improve 
their living conditions, to expand the network of supplies and services and to 
enhance the educational and recreational opportunities of the farming 
population. 


With the agricultural price reform, economic cost accounting as part of the 
economic mechanism of agriculture has become more important. It requires much 
greater expertise to master the principles and methods of socialist business 
management. Accurate analysis of economic accomplishments and realistic 
identification of costs encourage the use of the rural traditions to economize 
wisely and more than ever before make it possible to take decisions that benefit 
the economy, the agricultural enterprise and the individual worker. "Under the 
new costs-profit relationship, prydent calculation and management yield much 
higher pay-offs than in the past. However, the economic relations of industry 
and agriculture are also affected by the agricultural price reform. They 
undergo a qualitative development process whose primary objective it is to 
further strengthen the alliance of the working class with the class of 
cooperative farmers and to improve it in line with the changed economic 
production conditions. Of particullar importance in this respect is to focus 
the efforts of both partners of the alliance on expanding agricultural 
production and productivity in order to be able to utilize the natural and 
economic production conditions in a more effective way. 


Industrial enterprises and agricultural suppliers have a greater responsibility 
to ensure the development of products whose costs equal their utility. 














The overhaul of the price level for agricultural goods wll not affect the level! 
of retail prices. As stated in the socio-political program of the SED, food 
prices will remain unchanged. However, the volume of government support of 
retail food prices will be expanded substantially. Its size will just about 
double. 


























More Effective Agricultural Production Prices 


The agricultural price reform aims at enhancing the role of producer prices 
within the economic accounting system of the socialist agricultural enterprises 
and, above all, at reinforcing its function to measure and stimulate. 


For that reason, the new production prices of agricultural goods are based on 
the costs of the socially necessary work. That means substantially higher 
prices for agricultural products (Table 1). 


Table 1: Production Prices of Selected Commodities, in marks/100 kgs’? 





Old Price New Price 











GAIN. cccccccceccescccccscesseesesessssesesessese 39.00 63.00 
Potatoes for Human Consumption.......seseeeeeeees 27.09 47.00 
Sugar Beets... ccccccccsccsscccccsssssssesseseses 8.50 13.75 
Milk cccccccccccccccccccececeeceeseseeeeesesesese 108.00 170.00 
Pigs for Slaughter. ..ccsccccccscscsssssessesseses 500.00 770.00 
Fattened Cattle. nv scsccccccccsssscsssssssessssece 670.00 990.00 
1) 


See: “Prudent Management Yields Advantages,” NEVE DEUTSCHE 
BAUERNZEITUNG, Berlin, 4/1984, p 11. 





This increase in the price level provides agricultural commodities with the 
political and economic importance within the economic production process they 
deserve. The share agriculture contributes to the economic gross product and to 
the national income is now shown in a more realistic manner. 


The most important step to better reflect the socialiy necessary efforts in 
agricultural commodity prices was to include the total sales price of industrial 
products in calculating prime costs. In recent years, economic costs in the GDR 
have increased primarily for industrial goods that require the import of raw 
mateirals. That includes, above all, energy resources, energy-intensive 
commodities such as fertilizers and building materials, and mechanical 
engineering products. The price hikes of industrial goods resulting from this 
did not go into effect for agriculture until the agricultural price reform came 
into force. Like in other socialist countries, e.g., the USSR, agriculture paid 
prices that were lower than those of industrial goods. 


Since | January 1984, LPGs and state farms have been paying prices that express 
the economic costs of industrial goods. 





The purpose of this measure ir to permit the price of capital goods to influence 
the agricultural intensification process and to encourage more strongly the 
rational and economical utilization of materials. For instance, one of the most 
important tasks of our entire economy is to save diese] fuel, of which 
agriculture is one of the main consumers. Until now, the LPG paid .55 marks per 
liter. The new price os 1.40 marks per liter. Any savings now mean 
substantially kigher profits for the enterprise. Reducing the waste of 
materials has the same economic effect. While until 1983, for a 5,000 hectare 
area, the costs of consuming | kilogram nitrogen (pure nutrient) per hectare 
bevond the established norm meant an additional 60,3U0 marks, it now costs the 
agricultural enterprise 111,000 marks. This is why working with materiz: and 
energy consumption norms is becoming more and more important for managing the 
production process of an enterprise, At the same time, it makes it easter to 
pay effective bonuses to worker collectives and individual employees who achieve 
savings through good machine maintenance and driving practices, better capacity 
utilization or their means of transportation, the use of shorter routes and the 
efficient utilization of fertilizer. The higher prices of industrial products 
have led to considerably higher prime costs of agricultural commodities. On the 
average, total prime costs of key agricultural commodities have risen by about 
one-third, including the consumption of production goods (materials, outside 
services and write-offs) by about one-half. 


However, the complex price changes have also brought significant changes in the 
structure of prime costs of individual products (Table 2). 


Table 2: Share of Types of Prime Costs in Wheat Production, in percent 





Old Price New Price 





—_ 





WriteOE ES, ccccccccccccccececcececececeseeeeeecees 12.2 11.3 
Seeds and PlantBeccccccccccccsecssesesesesesssess 10.8 10.8 
Pert iligerccccccccccccccccccccesecccccccesceecees 18.6 24.4 
Plant Protection Products and Pesticides......... 5.2 3.3 
Energy RESOUTCEB. ccccccccccsssssesesssssssesssess 6.8 15.5 
Maintenance COBtS.ccccccccesessecssesesessssssses 17.5 16.4 
Other CoStlGe cccccccccccccccccscccccescecccccccees 13.4 9.1 
Human Labor CostSecccccccccccsceseessesesessssses 15.5 9.2 
Total Prime Costs 100.0 100.0 

Incl. Production Consumption 71.1 81.7 





The increasing share of production consumption in prime costs shows that, as a 
result of the agricultural price reform, economizing in the use of labor has 
become urgent. This is in line with our party goals to turn the reduction of 
production consumption more and more into #« source of national income growth. 


Bringing agricultural prices more closely in line with social costs is also 
largely the result of a systematic increase in the rate of net income in 
mriculture. 








In accordance with the resolution passed by the SED's 10th Party Congress, which 
advocates the use of the agricultural price reform to “create more favorable 
conditions for the LPGs to expand production,"(3) the new production prices are 
based on higher profits than agriculture was able to earn in recent years. That 
meant, subsidies and incentives needed until then could be reduced or 
incorporated in the price. Income eerned from the sale of agricultural] 
commodities had risen to make up an increasingly larger proportion of total LPG 
and state farm income. Hence, the economic interest of the collective is being 
shifted once again in the direction of a more vigorous intensification of 
agricultural primary production. 


In line with international thinking on value creation and price calculation of 
agricultural commodities, the price level for plant products has been set in a 
way that enable’ LPGs and state farms working under relatively unfavorable 
conditions to protect their planned production through pricing. This has the 
following economic effects on the developnent of production and productivity: 


--GDR farmers in collectiver and agricultural workers utilize existing reserves 
even more effectively to increase output, cut losses and improve quality. This 
was already reflected in their 1984 work programs. 


--It was possible to limit the number of LPG plant-growing enterprises, whose 
production had to be subsidized by the state to those operating under extremely 
unfavorble natural conditions. 


--The higher gross earnings of LPGs operating under more favorable natural 
production conditions have made it possible to apply new principles for the 
better use of their economic surplus. 


The price of plant products has been raised in a way that eliminstes profit 
differences among products. Thus the price of potatoes has been raised 
particularly high. For the first time, this commodity, which is of crucial 
importance for human consumption in the GDR as well as for the fattening of 
pigs, will be reasonably profitable for many LPGs. On the other hand, the price 
of winter rape has been raised only slightly. New, higher prices of grains are 
supporting the needed expansion of grain cultivation and higher earnings. Grain 
remains the product with the highest profitability and productivity. 





It is a well-known fact that, in the GDR, plants and animals are produced in 
specialized, closely cooperating LPGs and state farms. The very extensive 
deliveries of feed by plant growers to animal-raising enterprises will continue 
on the basis of agreed prices. The agricultural price reform has made it 
possible to set these prices more than before in accordance with the principle 
of mutual benefit and to make even greater improvements in the quality of feed. 


The prices of animal products have been raised so as to: 
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--compensate for the higher costs resulting from the price changes of irdustrial] 
goods (energy, mixed feed, etc.), 


--make it possible to pay substantially higher agreed prices for plant feed, 


--create substantially better conditions for expanding the output of 
animal-raising LPGs. 


Price increases in the area of animal production also vary from commodity to 
commodity. For example, milk production has become twice as profitable as 
animal production overall. This also lends economic support to the objective to 
produce, as part of the required reduction of grain imports, more milk from 
unprocessed feed. 


The differentiated price increases mean that the share of cattle raising will 
increase from 31 to 64 percent of earnings from the production of animals 
overall. That approximately corresponds to that sector's share of the fund of 
capital goods and of human labor. 


Under present circumstances, it is particularly important for the GDR to 
encourage the production of cattle because intensified efforts in this sector 
are best suited to take advantage of the natural production conditions of the 
GDR. 


In the area of animal production as well, the number of LPGs receiving state 
subsidies on a regular basis could be reduced. 


Overall, the agricultural price reform has accomplished that the status of the 
price as the central factor of cost accounting in the LPGs and state farms has 
been significantly reinforced and made mroe effective. In addition, the general 
economic prerequisites for receiving state subsidies have been made more 
objective and efficient. 


Better Exploitation of the Economic Surplus 


The agricultural price reform continues the principle of statewide uniform 
production prices that has worked well under prevailing conditions in the GDR. 
Reflection of the socially necessary costs in the price of capital goods and in 
production prices--including a net income that takes account of the legality of 
an economic surplus--requires greater efforts to design the mechanism of tasks 
and location-specific supports. 


The new producer prices have been fixed at a level that covers costs, including 
the enterprise's expansion needs under relatively unfavorable natural site 
conditions. Therefore, the economic surplus is primarily earned through the 
price of agricultural commodities and produces profits in most agricultural 
enterprises. 


It is the responsibility of the socialist state to formulate regulations that 
use profits as economic levers and, by so doing, ensure that the collectives 
make an economic contribution to the fund of centralized net earnings. 
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In this, one can agree with Efimov who states, among other things, that “the 
distribution and redistribution of earnings based on economic considerations is 
an extremely important stimulus and source of intensification.” 


Since 1971, the GDR has had rules centralizing in the hands of the state a large 
part of the economic surplus earned by the LPGs. This has been accomplished by 
levies that varied from site to site. 


As a result of the new prices of investment and producer goods, the volume of 
economic rent earned by LPGs and state farms has risen because the cost burden 
in the various locations is relatively equal, while the economic surplus 
resulting from the new producer prices has led to greater earnings differences. 


With average costs and profits resulting from the agricultural price reform 
being equal to 100, table 3 reveals the following differences among locations 
(Table 3). 


Table 3: Cost-Earnings Ratios under Differing Location Conditions, 
in percent of the GDR medium 








Location Costs Profits 
Very Good ON ol rrr TT TrrTrrrrrerrprrfrrryfrrrrrye. 112 131 
Medium-Quality Location. se eeeeeeeeeeeeeeeeeeeeeeee ee ee 103 108 
Relatively Unfavorable Locat ion. see eeeeeneeeneeeeeeeeeee® 46 96 
Extremely Unfavorable Locat ion. sere epeeeeeeeeeeeeeeeeee © ay 75 





It becomes clear that within .se generally higher level of profitability of 
agricultural production, LPGs and state farms, in particular, are operating on 
good and medium sites. 


In accordance with the performance principle, the higher economic surplus, 
especially economic surplus I, must be paid into the state's centralized net 
income fund to ensure that LPGs with favorable conditions also have an economic 
incentive and obligation to produce efficiently. 


As for economic surplus II, the objective is to leave it--together with 
performance-related profits--largely at the disposal of the collective for a 
longer period of time in order to stimulate the intensification process. 


These goals are met better than before by distinguishing, for the first time in 
the GDR, between: 


--a fixed amount (in marks per hectare of agricultural area, differentiated 
according to natural site conditions) and 


--a flexible amount (levied on profits which enterprises may keep after paying 
the fixed amount and which is progressively graduated). 
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The fixed amount ranges from zero marks per hectare of agricultural land for 
price-determining sites to 600 marks for locations with the best natural 
conditions. Plant-growing LPGs operating under conditions that are less 
favorable than those in price-determining locations, continue to receive 
site-specific sebsidies. For an extremely unfavorable location, that may be a4 
total of up to 350 marks per hectare of agricultural land. 


The introduction of a fixed amount of economic levy is very important to 
encourage the production collectives to achieve the effective utilization of the 
land as agriculture’s main means of production. The fixed amount constitutes a 
“minimum standard” for the effective utilization of the land. This is a better 
way of reflecting the different qualities of soil in the economic accounting 
systen. 


In those areas in the GDR where land yields are low and declining, this is of 
particular importance. 


The effects of the agricultural price reform on the agricultural intensification 
process, which so far have been identified, permit the conclusion that this 
agricultural measure actively encourages the transition of this economic sectcr 
to the resource-saving type of intensively expanded production. It spurs the 
collective farmers and agricultural workers on to great accomplishments without 
spending the same amount of additional resource materials. “The effects of the 
agricultural price reform have already become evident during the early months of 
this year. The cost-result relationship is development in a much more favorable 
way. Nearly all LPGs and state farms are planning to earn profits.” 
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[Text] The economic strategy of the 1980's requires the 
development of highly productive processes for the better 
efficient utilization of petroleum, natural gas, and 
lignite, for the industrial utilization of microbiological 
substances and biotechnological processes, as well! as for 
the creation of new, highly processed chemical products 
such as special plastics and ultrapure chemicals. 


An additional, important task is the development of new 
energy saving processes with which raw materials are used 
to the maximum, intermediates from secondary raw materials 
are recovered, and completed series of products are turned 
out. 


Before the chemical industry is the task of guaranteeing a high level of refin- 
ing of the available raw materials and substances ac a prerequisite for a 
qualitatively higher stage of bringing chemistry into the economy. This means 
the production in this branch of industry must be increased to 133-135 percent. 
To increase the yields of very valuable products from petroleum a greater 
cracking procedure must be accomplished by the operation of the cracking and 
aromatics complex in the Petrochemical Combine in Schwedt and by the construc- 
tion of additional installations in Leuna and Schwedt. The refining of lignite 
to chemical raw materials is to be carried on and for the purpose capacities in 
carbochemistry must be renovated continuously by simplification and reconstruc- 
tion as well as more effectively and more efficiently set up and is of funda- 
mental economic importance. The carbide production must be developed decisive- 
ly farther until 1985 for a greater role in the chemical industry, for carbide 
is used increasingly for the production of products with a higher degree of 
refining. The growing need for synthesis gas for high-grade intermediates is 
to be filled by reconstruction of the coal gasification installations as wel! 
as by intensive utilization of the natural gas and the petroleum residues. 

To obtain chemical raw materials and fwels research and development as wel! as 
the erection of research capacities for the direct coal gasification must be 
accelerated.’ Beyond that there is the task of waging the battle for higher 
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quality of the products for the better supply of the populace with consumer 
goods and for the assurance of the export market. High quality work 
requires the internationally most advanced scientific-technical knowledge to 
be made directly the basis of the work and the renovation of the production 
processes and the products to be assured at a high rate. A symptom of the 
high quality of the products achieved through refining is the rapid growth 
of the production of products with the quality stamp "y." 


For the coal industry and the petroleum processing this means that accordingly 
the domestic raw material crude lignite and the petroleum imported from the 
USSR must be used to a greater degree in the materials economy than heretofore, 
i.e. for the production of chemical products. For example, a total of only 

8 percent of the raw materials used by the chemical industry is obtained from 
lignite.* In contrast two-thirds of the primary energy demand in the GDR is 
based on lignite, in which case the briquette [pressed lignite dust bricks] 
production must be increased to more than 50 million tons/ann by 1985.* This 
most important fuel moreover is to a great degree processed into BHT coke 
[lignite high temperature coke]. 


These economic tasks among others will be the point of interest of the planned 
scientific exposition on carbochemistry and petroleum chemistry in September 
198, in Leipzig. 


Refining Directions for Coal Industry, Carbochemistry 


The refining paths of the coal industry are characterized to a great extent by 
the following directions: 


--Refining the crude lignite to high-quality fuels, such as lignite character- 
istics, coke of various types, and pulverized fuel. Accordingly, the use of 
coke for the thermochemical orocess is gaining in importance (e.g., BHT coke 
as a replacement product for coke from coal for the carbide production, which 
by 1985 must be raised to 1,250 kt/ann.* 


--Refining the lignite on the one hand by gasification to city gas and synthe- 
sis gas (the latter serves as the starting raw material for chemical processes, 
such as, for example, methanol production and related products, the production 
of fertilizer, and the synthesis of ammonia), on the other hand through the low 
temperature carbonization process for coal to the Lurgi flush gas low tempera- 
ture carbonization process. The liquids produced in these installations and 
highly reactive coke correspond to a petroleum equivalent of 2 million tons/ 
ann.’ In this case important organic intermediates are obtained, such as 


phenols, cresols, and pyridine bases. 


The main goals are the increase of the tar yield from coal, the improvement in 
quality of the resulting liquid products, as well as the improvement of the 
energy efficiency of the low temperature carbonization furnaces. Beyond that 
it means that the E- oke production for electrodes and the turning out of oxi- 
dation paraffin for the manufacture of detergents as well as of hard and 
special paraffins for the candle and packaging materials industries must be 
raised. The hydrogenating processing of the tars yields fuel components, 
paraffins, and lubricating oils. 
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The goal of the refining plans for the coming years is above all the further 
development of this process with which a greater utilization of the raw mate- 
rial, coal, is assured and the economic efficiency of all the processes is in- 
creased. Just as at present contents not yet used must be subjected to an 
additional chemical evaluation. 


For the development of carbochemistry it is shown that the production of carbo- 
chemical products with a petroleum equivalent of 7 million tons/ann in 1980 
must be increased to 11 million tons/ann by 1990.* Parallel to this is the 
fundamental research on the process development for the use of saline coal and 
coal with a high ash content so far not useful for these purposes in order to 
achieve here too a greater refining of the coal. These new processes along 
with a high degree of automation must be compatible with the environment. 
Accordingly, the sulfur dioxide and dust discharge into the environment in 
contrast to the present situation by 1990 must be reduced by at least 30 per- 
cent. 


The better refining also includes at the same time with the main raw material 
obtained, lignite, all the accompanying raw materials mined along with it, 
such as, for example, gravel for the construction industry, clays for the 
ceramic industry, and molding sand for the foundries, that can be used. 


The direct hydrogenation of lignite to liquid hydrocarbon mixtures is an addi- 
tional pathway in refining. Accordingly, products for the fuels sector and for 
organic chemistry are prepared. The technologies required for this, however 
are far more dependent upon the quality of the coal than in the case « 
processes cited above and present new demands upon the chemical installation 
construction. 


Viewed over the long term, it can be estimated that even in the case of the 
comprehensive intensification of the described coal refining processes a com- 
plete availabilty of intermediates for chemical industry from coal is not 
possible. For economic and process reasons, accordingly, petroleum and natural 
gas with their refined products will remain into the future the main source of 
raw materials for chemical industry. 


More Efficient Yields From Petroleum 


The GDR is reliably supplied with the important raw material petroleum through 
deliveries from the USSR. Since, however, even this raw material is not avail- 
able in unlimited quantities, the processing technologies must be oriented 
toward obtaining from 1 ton of crude oil the maximum amounts of the so-called 
light products for the production of fuels and products for the further pro- 
cessing by the chemical industry. This means a considerable limitation to the 
use of petroleum for energy purposes in the form of heating oils. If the por- 
tion of light products from petroleum in 1980 came to about 51 percent, then it 
could be raised to 52 percent by 1985 and above 80 percent by 1990.°»’ At the 
same time the petrochemical efficiency factor will rise from 8.8 percent in 
1980 to 12 percent in 1985.* In the combines VES Leuna Works "Walter Ulbricht" 
and VEB Petrochemical Combine Schwedt for this reason installation complexes 
were constructed or advanced technical measures for the purpose of a more 
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intensive processing of petroleum are in preparation, respectively. Only 
those processes make it possible to crack the “heavy portions" of petroleum or 
the distillation residues, respectively, and to increase the efficiency of the 
petroleum processing. Thereby the materials economy is improved and the grow- 
ing raw materials demand must not be filled by higher petroleum imports but is 
derived from more efficient yields per ton of crude oil. 


The cracking installation (Vis Breaker) in the main plant of the VEB Petro- 
chemical Combine Schwedt serves this purpose. From 1.6 million tons of atmo- 
spheric residues additional quantities of gasoline, diese! fuel, and Liquefied 
petroleum gas are obtained in place of heating oil.* Beyond that it means that 
the residues that can no longer be cracked are to be gasified by suitable pro- 
cesses in order to produce synthesis gas for the chemical intermediates industry. 


The high refining of petroleum means a maximum yield of both fuels and compo- 
nents, such as, for example, aromatics, paraffins, olefins, for further pro- 
cessing by the chemical intermediate industry for plastics, elastics, raw 
materials for chemical fibers, intermediates, and much more. In the Directive 
of the 10th Party Congress on che 5-Year Plan for the GDR Economy During the 
Years 1981-1985 states among other things: 


"...The production of plastics and elastics is to be raised through the intea- 
sification of available installations up to 1,300 kilotons (kt) by 1985. 


"Primarily the development and utilization of high grade special items are to 
be pushed through, above all polyvinyl chloride, polyethylene, and polyure- 
thane.... In the case of synthetic fiber raw materials, production is to be 
raised to about 150 kilotons in 1985 and to carry out a significant improvement 
in quality through simplification, especially the manufacture of fine, highly 
capillary, as well as permanently antistatic silks and fibers, shaped silks, 
and mechanically spun silks." 


The refining plans of the combines involved for the period up to 1990 are 
based upon this goal. Through intensification measures the production of the 
petrochemical intermediates produced to date must be increased. This applies 
above all to olefins, aromatics, paraffins. There are, however, also new 
solutions to be found tor the utilization of propylene and derivatives, e.g. 

in the Petrochemical Combine Schwedt, as well as for obtaining additional com- 
ponents from pyrolysis residues. 


Of particular importance to the refining of petroleum is the production of 
microbial albumin for animal feeds. That is at the same time an important 
contribution to the supply situation for the populace. In the area of small 
quantity chemical products the processing measures include the production of 
laboratory and fine chemicals, organic special products, lubricating oils, 
waxes, and formulation adjuvants. 


The demand for high-grade consumer goods to supply the populace and the export 
market, however, can be filled only when by means of processing measures the 
necessary intermediates can be produced or new reserves made accessible, 
respectively. The VEB Petrochemical Combine Schwedt has accordingly already 





expanded further existing production lines and invented new products. Accord- 
ingly, the consumer goods production in 1990 should be increased by 289 per- 
cent in comparison with the base year 1984, e.g. including shoe and leativr 
care products, household care products, chemical products for vehicles, 
candles, coal igniters, building protection materials, and hygiene products. 
In this case, production of specialty products should be almost doubled. 
Toward this end, a goal-oriented refining can make a significant contribution 
by raising the degree of renovation of the production. 


Demanding Goalc 


To a greater extent than previous'y creative thinking and outstanding results 
in science and technology and their being put into practice in short order 
are needed. 


For tiie combines of the intermediates industry this means that along with the 
development of processes more intensively than before the product development 
must be pushed in order to achieve the degrees of renovation mentioned above 
and to produce as the end result new products for the production of consumer 
goods and for exportation. The assurance of a higher quality of product 
requires, however, the further development of measurement and testing tech- 
nologies including the industrial system of measuring. 


The basic requirement for the achievement of these high performance goals 
is the tasking manual work. The constraints set by the director general 
for the research and development combines must be directed to new, more 
efficient solutions in order to achieve research results with outstanding 
performance. The tasking manual objectives must therefore be established 
concretely and precisely calculable. 


The performance goals must guarantee that the results, at the time of their 
influence on production and marketing, determine or participate in, respective- 
ly, the advanced international standard. 


This high scientific-technical level is reflected in the quality parameters 
of future technical standards of the technical area and GDR Standards, as 
regards the applicable work standards with yardsticks of quality in order 
thus to be able to serve as tools for the general director, to provide feed- 
back for production. 
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GERMAN DEMOCRATIC REPUBLLC 


INCREASED LIGNITE REFINING, COAL GASIFICATION DETAILED 
Combine Outlines Goals 
Leipzig ENERGIETECHNIK in German Vol 35 No 5, May 85 pp 161-162 
[Article by Dr Herbert Richter, director of the VEB Gas Combine Schwarze Pumpe] 


[Text] Crude lignite is the most important energy source for the GDR and a 
Significant raw material for the chemical industry. In accordance with the 
requirement set by the Ninth Congress of the Centra! Committee of the SED tor 
qualitatively new steps toward greater refining of products, we see our goal 
for the VEB Gas Combine Schwarze Pumpe (GSP) to be the effective utilization 
of lignite with little loss and rationally and the provision of highly 
refined, finished products for the economy of the GDR and for exportation, 


If today the plants of our combine produce 90 percent of the municipal gas, 

100 percent of the Liquid products from lignite and coal, 40 percent of the 
lignite bricks, and 10 percent of the electricity of the GDR, then it is clearly 
shown which position lignite assumes in the energy and materials economy of the 
GDR. 


On the basis of a long-term refining plan for the development of the capacity 
and the efficiency of the gas combine we decided upon the direction to the 
primary materials and upon the main point of concentration for the efforts and 
concentrated our energies on the decisive projects for the economy. 


Accordingly, we are following two main pathways: 


l. Scientific-technological efforts for the intensification of the processes 
and installations in operation for the higher refining of energy sources. 


2. Scientific-technological efforts for the development and adoption of new 
lignite retining processes for the long-range intensification of the lignite 
refining under consideration of the resource development and new scientific- 
technological knowledge. 


In the case of research and development work the requirements in the tollowing 
areas: 
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--reduction of materials consumption during production, 
--freeing of cooperative work potential, 
-~increase in working and production safety 


received more and more importance. 


In our work we concentrate on the following crucial points that apply to its 
simplification or where new, more effective processes must be developed, 
respectively: 


--gas production line, 

--coke production line, 

--lignite brick and pulverized fuel production line, 

--liquid products production line, 

--line of development for the united economy and crossover efforts. 


Through the intensification of heating gas production and the construction 

of 750 km of long distance gas mains under the responsibility of the GSP could 
a significant contribution be made to the replacement of heating oil. Gas from 
lignite--which contributed to the economic effects of past years--possesses 
under our conditions a bright future as an environmentally benign, high grade 
source of energy for the populace as well as a source of energy and raw mate- 
rials for industrial processes. At present 15 percent of the lignite low- 
temperature carbonization coke from the Winkler gasification process is already 
produced for the generation of synthesis gas needed for the major products of 
ammonia, urea, methanol, hydrogen, and the higher alcohols. Gas from lignite 
is the starting material for the polyurethane production in the Schwarzheide 
Synthesis Plant. The goals of the intensification of and the higher refining 

in the gas production during the coming years consist above all, even with 
changing lignite quality, of bringing about a continuous increase in capacity 
and producing more gas from lignite for the mass production of chemicals. A 
new process for the production of superior synthesis gas for chemical industry 
was developed. The pilot plant could go on stream by the spring of 1984. This 
new process is characterized by a slight dependence upon raw materials and high 
productivity in contrast to the conventional processes. In particular, the use 
of saline coal for the production of a basic gas rich in hydrogen and carbon 
monoxide with a low methane content is now possible. This gas is useful as 
synthesis gas, hydrogenating hydrogen, for the preparation of heating gas, and 
as a reducing gas. 





The technology of the pressure gasification of coal dust is an example of 
broadly planned socialistic cooperative work. Here, under the administration 

of the Fuel Institute in Freiberg as the coordinator, several academic and indus- 
trial institutes of the GDR, planning installations, special plants, and the 
Research and Design Institute GIAP in Moscow cooperated. 


Coke from lLignite--now available as heating coke--in the meantime has found a 
broad application. The substitution of coke from coal by lignite high 
temperature coke could be pushed. Through scientific-technical measures with 
a view of process technology, requirements of the customers in the plants of 
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the ferrous alloy industry as well as in the blast roasting plants of iron 
metallurgy now using coal coke could be fully substituted. In the carbide 
production for the manufacturing of elastics, plastics, and other chemical]! 
products a high rate of substitution could be achieved. 


Low tenmerature carbonization coke, although only a by-product of the flush 
gas from the carbonization, is growing in importance for the production of 
synthesis gas. As an environmentally benign fuel with little smoke its use 
in the heating plants in the industrial park is advantageous. The further 
increase of the carbonization yield and thereby also the production of the 
low temperature carbonization coke requires, however, new technologies in 
order to obtain the sweeping improvement of working and living conditions as 
well as to reduce the environmental impact and to provide further areas for 
automation. For this reason experiments on low temperature carbonization 
were begun in the fluidized bed, which expands the limits of coal refining. 
In the scientific-technical work on the use of lignite high temperature coke, 
it depends upon us to carry on the consultation for the users in order to 
increase the rate of utilization in kiln processes in metallurgy and the 

lime industry. We shall systematically develop further the technologies of 
drier, retort furnace, and coke cooling in order to obtain higher rates ot 
throughput. With the production of coal coke as foundry coke and blast furnace 
coke we shall establish the optimum proportions of high-grade coking coal in 
the total amount of coal used. 


The crucial point of interest in the production of lignite bricks and pulver- 
ized fuel lies in the increase of production with constantly rising demands 

on quality. Through the use of new, high strength bricks in the coking plant 
of the main installation a structurally solid coke is produced, which should 

be used in the kilns of metallurgy and the construction materials industry 
(slaked lime production). In the reconstruction period of the coking plant 

to provide for them, comprehensive measures for automation and efficiency are 
being put into effect, which serve equally for the rise in quality and capacity 
and the im,»rovement of working and living conditions. 


The market lignite brick production should be increased through intensive 
and planned expansion of the brickmaking capacities. The production of 
powdered lignite should be increased by 1990 to threefold that of 1984, 


Powdered lignite is a direct substitute for heating oil in the cement industry. 
With its ash content the pulverized fuel can be used directly in the cement 
industry using technologies based upon a lack of waste products. Along with 
the good, energetic properties of pulverized fuel, in particular its techni- 
cal advantages during use: flo.ability, mixing, ftavorable ignition, are 
important. 


Close cooperation between the Gas Combine Schwarze Pumpe as producer, the 
Cement Combine as user, as well as the German Imperial Railroad as partners 
with the realization of a qualitatively new transportation system, assured a 
rapid and economically advantageous solution. 
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The yield of liquid products from coal is the main product trom the carboniza- 
tion, a by-product from the gas and coke production. The VEB Cas Combine 
Schwarze Pumpe produces annually about 1,000 kt of liquid products such as 

low temperature tar, creosote oil, crude pyridine, and crude phenol. In the 
case of the particularly important low temperature tar, the raw material for 
the production of electrode coke, during the last 4 years an increase in pro- 
duction of about 25 percent is achieved through intensification. More than 
half of this liquid product is converted in various processing plants in 
addition to electrode coke into paraffins, grease, diese! fuel and gasoline 
components, and benzene. 


Lignite tars can be processed with "fuels" in mind; work is being done at 
present on processes to achieve higher yields. Even now 25 percent of the 
liquid products are being used for energy; some components, such as, for exam- 
ple, a creosote oil solid product produced in the main plant of the combine, 
still resist at this time any sensible, continuous application. 


The more intensive development of this product list offers greater reserves 
for our economy and is a source of greater industrial efficiency. Products 
obtained so far in small quantities such as pyridines, ketones, hydroquinone, 
and BTX (benzene, toluene, xylene) aromatics for years are enjoying rising 
prices on the world market. 





The development goals for the compound economy of the VEB Gas Combine Schwarze 
Pumpe lie in the increase in availability of the power plants, the better use 
of the basic reserves, and the increase in the degree of total energy efti- 
ciency from 71 percent to 74 percent by 1990. 


We have applied promising efforts to the solution of scientific-technical 
problems of coal processing and the intensification, especially scientitic 
management, to our early researcher and early innovator data within the scope 
of the motion "Mass for the Master of Tomorrow" as well as the Industry Sec- 
tions of the Chamber for Technology. 


The resulting increase in capacity through intensive utilization of our avail- 
able reserves is connected closely with the gain in manpower through scientific 
management and its use in those areas that determine significantly our future 
reproductive energy, such as central construction for productivity, mainte- 
nance, and production of consumer goods. 
Manuscript received on 4 March 1985. 

Coke, Gas Produced 


Leipzig ENERGIETECHNIK in German Vol 35 No 5, May 85 pp 163-167 


{Article by Dr Werner Hauptmann and Dip|l.-Chem. Frank Domann, VEB Gas Combine 
Schwarze Pumpe | 


[Text] The energy politics of the GDR are characterized by strengthened and 
rational utilization of domestic energy resources since, as is well known, on 











the international market energy resources are becoming scarcer and more expen- 


sive and in the CDR comprehensive experience exists with the refining of the 
main source of energy, soft brown coal. The GDR does not sit upon petroleum 
and coal deposits; the natural gas fields of low calorific value have sub- 
ordinate importance, and as the single source of energy, the lignite soft 
brown coal with a calorific value of 7,500 to 9,600 kJ/kg, a moisture content 
of 55 to 60 percent, and an ash content of 8 to 20 percent is present in 
abundant amounts. 


In the GDR at present about 70 percent of the energy demand is covered by this 


lignite, with about 300 million tons mined annually. That is about one-third 
of the present world production of lignite. 


The refining of lignite is gaining importance because with this to a great 
extent possibilities are provided for the substitution of products obtained 
so far from petroleum, natural gas, and coal. For the refining of the crude 
lignite in the future the following processes have fundamental importance 
internationally: 


--the pressing of coal, 

--the lignite high temperature coking (BHT coking), 

--the low temperature carbonization, 

--the gasification, 

--the carbochemical processes, 

--the processes for the further working up of valuable liquid materials. 


With the VEB Gas Combine Schwarze Pumpe (GSP) the GDR economy possesves a 
worldly unique complex coal refining combine. Were all the importan’ pro- 
cesses of coal refining are carried out on a mass production basis and 
corresponding to the increasing requirements of the application conditions 
of the refined products, their ability to replace imported raw materials, 
and the utilization and processing of even lesser quality or so far unused 
grades of coal, respectively, are constantly being developed further. In 
this connection there is GSP experience which in this area represents the 
scientific-technical and technological peak and is being proved out in prac- 
tice. At the same time the CSP carries the main responsibility for the 
securing of the GDR gas economy. The following discussion should give an 
overview of the experience gathered at the GSP in the area of coal refining 
as well as the gas economy. 


1. Coal Refining 


A condition for the assessment of the technologically dominant position and 
the efficiency of each coal refining process is the knowledge of the proper- 
ties of coal in its crude form. 


The GSP possesses the know-how on raw material criteria for the purpose of the 


reliable determination of the most advantageous refining possibilities and 
applies this methodology successfully to the decisions on the construction of 
new coal refining plants on national and international scale. For the valua- 
tion of coal equally great experience is available, which permits a complex 
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assessment of refining technologies. The complex methodology consists of the 
following breakdown: 


~-mathematical statistical evaluation of results from the coal quality examina- 
tion within the framework of the geological deposit survey, 


--raw material examinations ina more restricted sense, 
--optimization of coal mining according to needs of a quality orientation, 


--comprehensive characterization of the characteristics of refining as the 
basis for economic decisions for refining coal on an industrial scale. 


In this case the possibilities are given to test the ability of various types 
of coal for the procedures in laboratory, pilot plant, and large-scale 
experiments carried out in the GSP and to support the theoretical conclusions. 


1.1 Brick Making, Pulverized Fuel Production 


The most important production process for the lignite mined in the GDR is its 
being pressed into bricks without the admixture of binders. This process is 
carried out by the GSP in modern plants with an annual capacity of over 

20 million tons. The brick production must fulfill the following three main 
tasks: 


(1) Increase in the specific calorific value of the energy source from 17,500 
to 20,500 kJ/kg through extensive elimination of the moisture content as the 
basis for use in high temperature processes and for an economical transporta- 
tion over great distances (corresponding to the projected use of the coal bricks 
the crude fine coal is dried to a moisture content of between 10 and 22 percent). 


(2) Increase in the shape value of the fuel as a condition for the economical 
use in a number of hearths and in the case of any later additional refining 
processes (the coal bricks’ (briquettes') resistance to pressure according to 
need comes to between 10 and 18 MPa). 


(3) Preparationof special briquettes as fundamental requirement for the pro- 
duction of medium and high temperature coke as a result of the lack of baking 
capability in lignite. 


The process for pressing bricks is carried out with a very rate of worker 
productivity of 13.5 tons per man-hour. 


The output per unit t.me from the installations of the GSP from 90 to 9%6 per- 
cent shows thet with regard to the further development of machine technology, 
the maintenance technologies, and making them resistant to wear, as well as 
the optimizati:a of the process a number of development projects and compre- 
hensive experience must te accomplished. Modern and technically matured 
installation technology--thus, for example, a large tube drier with a heating 
surface of 4,000 m* produces hourly 25 to 30 tons of dried lignite, and a 
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double twinning press produces hourly 20 to 25 tons of briquettes--is utilized 
in our plants. 


Along with the coal brick (briquette) production the manufacturer of lignite 
pulverized fuel plays a strongly increasing role recently. The combination of 
briquette and coal dust manufacturing is technologically and economically 
particularly advantageous as a possibility for the production of pulverized 
lignite fuel. Through the proper setting up of the preparatory and drying 
processes it is possible to produce powdered fuel with a granule size of 0.2 
to O mm and with a moisture content of about 10 percent up to a 20 percent 
portion of the briquette production. 


The pulverized fuel prepared from lignite can in many cases be used advanta- 
geously as a substitute for the heating oil used for energy generation. The 
main areas of use of the pulverized fuel from lignite in the GDR are the cement 
industry and use in furnaces as well as the use in ignition fires and sustain- 
ing fires largely in lignite boilers. For these types of use mature technical 
solutions can be supplied by the CSP. 


The use of lignite dust during the production of cement using the wet process 
as well as the dry process was tested frequently in the GOR. The energy con- 
sumption is a constant and so about | ton of oil is replaced by 2 tons of 
pulverized fuel. Bevond that recently in research in close cooperation between 
the Fuel Institute in Freiberg and the Max Foundry in Unterwellenborn a process 
tor the substitution of kiln coke by blowing in pulverized lignite fuel into 
the blast furnace was developed and carried over into practice. With the so- 
called Koste Process a substitution ratio of 0.55 kg coke to ! kg of pulverized 
fuel was proven,’ 


A i:equirement for this was the process developed in the GSP (Fuel Institute 
in Freiberg) for the delivery and injection of dustlike loose materials in a 
dense stream. This process provides in contrast to other delivery and feed 
systems for: 


--high specific capacities of supply from 300 to 1,200 kg/hr-cm through high 
dust loading of 80 to 500 kg/m’ carrier gas, thereby a lesser carrier gas 


requirement; 


--great adjustment range of the mass stream through constant supply and 
homogeneity, high measurement and feed precision; 


--small supply pipe diameter of 8 to 40 mm; 
--minimum wear on the basis of a low delivery velocity of 2 to l2 m/sec; 


--good reliability of the installation through avoidance of mechanically moving 
parts in the case of pneumatic adjustment of the delivery stream; 


--the connection of any number of transfer points, i.e. delivery pipes to a 
mixing vessel and thereby managing supply pipes of a length of 150 m and more. 








Besides being useful for coal dust the process is also advantageous for mineral 
and organic dusts. At this time additional cases of application of dense 
stream delivery are being prepared in the chemical industry of the CDR. 


1.2 BHT (Lignite High Temperature) Coking 


The coking of lignite by the Rammler-Bilkenroth Process is being carried out 
successfully in the GDR since 1952. In the meantime it was continuously 
improved so that annually over 2.5 x 10° tons of BHT coke were produced, which 
is used for numerous applications. This process is increasingly gaining in 
importance internationally too since lignite yields a hard coke. At the same 
time valuable gaseous and liquid products are obtained that improve signifi- 
cantly the economy of the process. 


In contrast to the coking of fuel coal, the BHT coking is connected with the 
preliminary step of the briquette making with the finest grains. During the 
course of the coking process in the vertical chamber oven at around 1,000°C 
with the exclusion of air, the external structure of the briquettes used is 
retained although their volume shrinks to about 50 percent as a result of the 
generation of gaseous products. A coke that can be shaped results. 





Accordingly, from 1 ton of lignite and along with 400 kg of BHT coke the 
following is also produced: 


--about 350 m’ crude gas, 
--about 30 kg tar, 

--about 15 kg medium oil, and 
--about 10 kg light oil. 


The coke is obtained in pieces of various sizes and is classified and treated 
according to the wishes of the user. The breakdown of applications was changed 
according to the needs of the economy. 


While just a few years ago in the GDR the main area of application for the lump 
coke lay in the energy area as an almost smokeless fuel, today many areas of 
application in industry have opened up. The results are positive to the extent 
that lump coke >45 mm is being applied in greater quantities to the technolo- 
gies previously reserved for blast furnace coke. 


The blowing in of BHT coke dust as added fuel into the blast furnace has been 
tested successfully. Its use in the shaft lime kiln up to proportions of 50 
percent for lime calcination and similar processes was equally successful. A 
significance area of application is its use as the source of carbon for the 
production of calcium carbide, in which case at this time portions of 40 to 
100 percent are being used according to the type of furnace being used. For 
sintering uses of any type too the BHT coke is an excellent raw material for 
which reason it is also used many times outside the GDR. Naturally there is 
a broad spectrum of areas of use in addition, in which case, however, with 
the exception of the ferrous alloy industry it refers to smaller customers. 
This change in the usage breakdown goes along with a fundamental improvement 
in the coke quality. 
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The cost of BHT coke in the CDR comes to less than half of the cost of coke from 
coal. 


In the GDR development work is being carried out intensively on new technologies 
for the production of high-grade coke from lignite. Centered around this is 
briquette making with the finest grains of dust with granule size of 0 to 0.2 
ms. With the coke prepared from the dust briquettes it will be possible to 
increase the utilization rates in blast, shaft, cupola, as well as carbide 
furnaces even more significantly so that lignite then to a great extent stands 
on a par with coke from coal. Work is being carried out with resoluteness on 
the production of fine woke by means of the fluidized bed gas generation 
process. 


1.3 Gasification 


With the PKM (Planning, Design, and Assembly Office) Process for the pressure 
gasification of coal in the solid bed at a pressure of 2.0 to 3.0 MPa city gas 
is generated in the GSP from lignite and a gasification agent composed of 

steam and oxygen. After the preparatory stage the coal is gasified in the 
pressure gasification reactor. The generators have a capacity of 35,000 to 
40,000 m’/hr under normal conditions with a generator diameter of 3.6 m. The 
individual load of the generators can come to 80 percent. After cleaning and 
cooling the crude gas, the washing out of CO» and H)S is carried out during 
the low temperature purification with methanol and dried before the finished 
gas is fed into the city gas supply network. The continuous throughput with 
the low temperature gas purification comes to 160,000 to 175,000 m'/hr crude 
gas under normal conditions. The condensates resulting from the cooling of 

the crude gas are valuable materials from coal such as heating oil, phenol k 
light oil, light oil, aqueous ammonia, and phenols. The excessive water after 
a phenol removing step and the biological clean-up is returned to the environ- 
ment (introduction into open bodies of water and irrigation for the recultiva- 
tion of strip mine surfaces). From the expansion gas of the rectisol apparatus 
pure sulfur is obtained in the sulfosolvan Claus apparatus; the remaining gases 
are burned in the thermal electricity plant. 


In the Gas Combine so far dried crude lignite lumps, briquettes, and a mixture 
of briquettes with undried crude lignite lumps were used. Based upon the 
countercurrent behavior of the material for gasification and gasification 
agents the moisture contents of the lignite used reaching up to 35 percent are 
handled without any problems. 


This process is characterized particularly by the application possibility of a 
broad fuel spectrum and the utility of the KDV (Pressure Coal Gasification) 
gas according to the corresponding gas preparation principally for all 
syntheses based upon CO + HH» (e.g. ammonia, methanol, methanization (SNC), 
Fischer Tropsch hydrogenation, etc.). 


Since these syntheses represent the latest state of the art, it is possible 
without any risk to produce the products manufactured so far from oil or 
natural gas now from lignite with the PKM process. The economy of these pro- 
cesses and the whole energy efficiency are in this case as a result of the 














possible energy linkages of the process steps not worse than the comparable 
proposals for new developments on the basis of direct transformations of coal, 
which in addition are still involved with a high development risk. 


For the further comprehensive and effective utilization of the domestic raw 
material lignite and with it for the further development of the energy use 
breakdown in the GDR the CSP process for the gasification of saline coal was 
developed. It is based upon the conversion of coal dust with oxygen in a flame 
reaction at 2.7 MPa and a temperature of about 1,400°C. The resulting gas is 
especially suited for chemical syntheses. 


1.4 Production of Valuable Substances From Coal 


In the Gas Combine Low temperature carbonization plants are in operation that 
produce annually from about 6.5 million tons of lignite briquettes with the 
highest possible tar content using the process of the circulation gas low 
temperature carbonization at 500 to 600°C 


--500 to 600 kt (kilotons) low temperature carbonization tar, 
--100 to 120 kt light oil, and 
--3,000 kt low temperature carbonization coke. 


The areas of use of the low temperature carbonization products are of great 
importance to the economy. 


--Low temperature carbonization tar is worked up into pitch, electrode coke, 
heating oil, oxidation and hard paraffins, lubricating oil, vehicular fuel. 


--Light oil serves for the production of vehicular fuels and aromatics. 


--Phenols form the chemical raw material for the production of plastics, 
plasmaceuticals, and chemicals. 


--Pyridine bases are the starting materials for special solvents and plasma- 
ceuticals. 


--Low temperature carLortzation coke is used as the gasification material in 
generator gas processes tor the production of synthesis gas and as an almost 
smokeless fuel in industrial and communal furnaces. 


--Low temperature carbonization gas provides the energetic interaction of the 
low temperature carbonization and the linked power plants. 


The effective applications spectrum of the low temperature carbonization 
products induced the Gas Combine to reconstruct and especially to develop 
plants further by new solutions based on machine technology. 


The total production in the GDR of carbochemical liquid products that result 
from the condensation and purification installations following the coal refin- 
ing processes come to 1.2 million tons/annum. The effective obtaining and 
processing of these products as exceedingly valuable raw materials for chemical 














industry is a significant project in the whole production process and is 
increasingly gaining in importance for the substitution of imported raw mate- 
rials and fuels. 


The most important production and finishing processes are carried out in the 
GSP as follows: 


--the refining by distillation of the condensation products from the pressure 
gasification and BHT coking into low-sulfur heating oil, light cil with phenol 
and aromatic contents, 


--the mechanical purification of BHT and low temperature carbonization tar into 
tars with low moisture and dust contents (<0.5 percent dust) as important raw 
materials for the chemical industry, 


--obtaining crude phenol and crude pyridine. 


Along with the main processes carried out in the GSP for the thermal coal 
refining to produce the end products: solid fuels, gas, and liquids, naturally, 
a series of subordinate processes are necessary, which are being developed in 
their capabilities and efficiencies parallel with the main processes. 


Along with the constant improvement in the compound economic efficiency and 
energy linkage of the processes (in the parent company of the GSP through the 
interlinking of power plants, briquette factories, production of gas and BHT 
coke a total energy efficiency of about 70 percent is being achieved at this 
time) modern technologies for the protection of the environment are being 
deve loped. 


This applies particularly to the high capacity process of the biological puri- 
fication of ammonia containing process water from the coal refining with the 
process for nitrification/denitrification and hybrid methods as well as pro- 
cesses and methods for the manifold utilization of water, for the application 
of sludges and residues from water treatment as well as the utilization of 
purified process water for irrigation and increasing soil fertility. 





2. Gas Economy 


As mentioned already, the GSP is not only the largest coal refining combine 
in the GDR but at the same time it is the most important operation in the gas 
economy. 


This operation includes: 
--the production of about 7 billion m’/ ann city gas, 


--the long distance delivery of city gas, imported natural gas from the USSR 
(IEG), and natural gas from domestic wells (EEG), 


--the storage of city gas and IEG, 
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and consists in the sure and need-fulfilling supply to several thousand indus- 
trial plants, workshops, and about 50 percent of the households. 


2.1 Production of Gas 


The production of city gas is carried out in the GSP, which was already 
explained in detail, according to the process of solid bed pressure gasifica- 
tion and the BHT coking. For the finishing of this gas among other things 
natural gas (EEC and IEG) as well as cracking gas from IEG (especially to cover 
peak needs) are admixed so that city gas of about 16,800 kJ/m* is fed into the 
gas network. 


Along with the main capacity of the city gas production in the GDR there are 
about 70 plants for the production of generator gas using the process of the 
autothermal standard pressure gasification in rotary grate generators. These 
plants provide the domestic supply for plants of the metallurgical, glass, and 
ceramic industries with solely local importance. 


The further increase in the production of city gas in the GSP is carried out 
primarily on the basis of domestic lignite through intensification of the 
production capacities. 


2.2 Delivery of Gas 


Corresponding to the three types of gas there exist also in the GDR three 
high pressure transportation networks. 


For city gas there is a fully interlinked network that operates with a 
pressure of 2.5 MPa and covers the whole territory of the GDR. It is over- 
lapped by a radiating network of 6 MPa that guarantees the long distance 
gas delivery to the areas of supply. The compound network has a total 
length of about 8,000 km. 


The separate natural gas pipelines for EEC and IEG cover an extent of just 
1,000 km each and supply directly the industrial centers of the GDR. 


The operation of this gas network is carried out by the VEB Compound Network 
Gas. Here the GSP has at its disposal effective solutions and experience for 


--the corrosion inhibition of pipelines buried in the earth, 
--the cleaning and internal caulking of pipelines, 

--the removal of dust from the gas, 

--the diagnosis of the functional condition of buried pipelines. 


2.3 Gas Distribution and Utilization 


The gas pipe network in the districts of the GDR including the connections to 
houses cover a distance of almost 42,000 km and lie in the area of responsibil- 
ity of the Energy Combines, whereby about 3.5 million households and over 4,000 
businesses alone are supplied with city gas. 




















The gas pipelines consist mainly of steel; however, there are still about 
10,000 km cast iron pipes in use, and about 400 km of plastic pipes were laid. 


For the special interests of the local gas supply in low and medium pressure 
networks there are economically advantageous user's solutions available, which 
simplify with significant effects in particular the maintenance and restoration 
of older as well as the actual laying of new gas networks. 


The responsibility as producer and distributor of gas does not end, however, 
with the delivery of the product to the user. 


In the research institute of the GSP considerable capacities for the achieve- 
ment of highly effective solutions of the simple gas use are being developed. 


Domestic natural gas is characterized by a high nitrogen content, which 

reduces significantly the use value as a result of a small calorific value of 
13,000 kJ/m*. Along with the use in plants of the central heating supply it 
made possible our research results in using this gas economically also in 
metallurgical plants, in machine construction plants, and even in high tempera- 
ture processes. 


The high calorific natural gas from the USSR is used mainly for the high 
temperature processes of metallurgy, of glass and ceramic industry, and as a 
raw material for the chemical industry. 


For all types of gas and for almost all cases of use in industry, shops, and 
households optimum combustion solutions including the combustion control 
systems were developed in the GSP. 


The close cooperation with the refractory industry, moreover, resulted in 
solutions to the heating and material technological optimization of industrial 
furnaces and the development of furnace elements with large surfaces of heat 
resistant reinforced concrete. 


2.4 Gas Storage 


To compensate for seasonal fluctuations of the demand for city gas and IEG 
there are in the supply system seven underground gas tanks (UGS) with an actual 
gas volume totaling 1.3 billion m°* which make possible the covering of the 
total gas requirement during the winter season up to 15 percent for city gas 
and up to 30 percent for IEG. 


In the GDR all known types of underground storage (aquifer storage, cavern 
storage, depleted gas deposits, and abandoned mines) are being used. 


In the area of planning and operating the UGS effective methods and solutions 
were worked out in the GSP and carried successfully into practice. For each 
type of storage, from the simple field methods to the models using efficient 
computer technology, completed exploratory, construction, and operating 
methodologies are available. 

















3. Summary 


The Fuel Institute in Freiberg attached to the GSP as the research center 
without about 1,000 highly qualified specialized staff provides a constant, 
practice oriented developmental work corresponding to domestic needs and the 
requirements of the world market. 


Accordingly, the work of the institute embraces the refining of coal in the 
specialized areas of solid fuels and gas production as well as the gas economy 
in the areas of gas delivery/gas storage and rational gas utilization. 


The links between research and production in the CSP are forged by our own 
planning, construction, and assembly company for installations refining coal, 
the VEB PKM in Leipzig. 


Accordingly, the GSP is in the position within the framework of its foreign 
economic relationships along with the assignment of licenses for scientific- 
technical data, know-how, and patents to take over on the basis of license 
transfers complex endeavors for the planning, preparation, and construction 
of coal refining and gas technology installations that are based upon our 
decades long experier’- «nd newest scientific-technical knowledge. These 
efforts reach from deliberations to utilization and examination of coal 
deposits and the qualitative evaluation of the coal derived from this with 
recommendations for the optimum refining technology by way of the carrying 
out of project studies, process documentation, and complete project support 
all the way to the main assembly and putting into operation complete plants 
including personnel education. 


For the education and further education of the skilled workers modern, 
furnished teaching facilities and classrooms are available in the Gas Combine 
as well as highly qualified teachers, accordingly, for the assurance of an 
advanced scientific-technical state and of the newest practical experience 
there is close cooperation with other organizations of the coal industry as 
well as scientific institutions, universities, and trade schools. 


The VEB Gas Combine Schwarze Pumpe cooperates with companies that construct 
installations and equipment in the GDR, that possess a comprehensive know-how 
in the most important process stages of a complex lignite refining. 


The Installation Construction of the GDR is in a position to plan, to project, 
and to realize comprehensive capacities for additional and assisting processes 
besides the described processes. In this case reference can always be made to 
years of experience during the operation of these installations and to reports 
from here and abroad. 


With a national program for research and development goal oriented activities 
were introduced in order to bring quickly important steps to the further devel- 
opment of available technologies and new developments to a successful 
conclusion. 


Manuscript received on 4 March 1985 
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[Article by Karl Gruenheid, Minister for Glass and Ceramics Industry] 


[Text] "The important achievements of the construction industry for our 
housing construction program and the strengthening of the material-technical 
basis of our economy are visible for everyone. We now must take another 
step and increase the efficiency of construction. In this way the building 
industry is making an essential contribution to accelerate the intensively 
expanded reproduction and to realize the next phase of the huge housing 
construction program. Guided by these requirements the 8th building 
conference of the SED Central Committee and the GDR Council of Ministers 
will determine the tasks to be accomplished". In order to solve this 
important task, which was posed by Comrade Erich Honecker at the 9th meeting 
of the SED Central Committee, the glass industry, as an important supplier 
of the building industry, must contribute its share. 


Use of glass in various forms and for diverse constructive, functional and 
architectural purposes has increased considerably in the past years. This 
development takes into account the many possibilities which glass offers 

as building material considering transparency to light, color, form, specific 
technical functions and effects, durability, functionality and economy. 

The clearly foreseeablefurther development of the working material glass 
with special optimized characteristics developed for building construction, 
will maintain this trend also in the future. This requires a secure basis 
of raw materials. 


As a whole, about 200 millon tons of silicate raw materials have been 
ascertained for the DDR glass industry for the next 40 to 60 years. Local 
mineral deposits cover about 85 percent of the needs of the building 
industry. Increased use of traditional building glass products, and 
especially the opening up of new applications for glass products in building 
construction, and the creation of high quality glass building materials, 

are decisive contributions to meet the needs of the party of the working 
class, and of the GDR Government towards increased use and improvement of 
quality of local silicate raw materials. 
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Increasing demand, steadily increasing need for greater quality, and the 
need for high quality building construction glass, required introduction 
of new production methods and development of new products. Since the 8th 
party congress of the SED, the local raw material basis has been expanded, 
the glass processing industry has been modernized, and new production 
capacities have been established. 


The formation of appropriate combines gave the GDR glass industry its current 
strong posture. Thus the GDR building glass industry is concentrated in 

the VEB flat glass combine Torgau, which unites 17 enterprises with about 
8500 workers. Torgau, the headquarters location, has a long and successful 
tradition in flat glass production. 


Glass products for building construction are also produced by the enterprises 
of the VEB combine Technical Glass (Table 1). During tle past years 
production of flat glass, thermopanes, glass fiber material and glass piping 
has been expanded as a matter of priority and the product schedule has been 
updated and expanded according to the requirements of the building industry. 


Plate Glass 


Plate glass is manufactured in eight continuous glass melting furnaces based 
on the Fourcault method. In order to increase the specitic quality and the 
efficiency the largest furnace, furnace C in the VEB Flat Glass Combine 
Torgau, was converted to the Asahi method, as part of a complex 


Table 1. Ministry for Glass and Ceramic Industry, VEB Flat Glass Combine Torgau 








Products of First Processing Phase Products of Second Processing Phase 
Flat Glass Thin glass Safety glass Single pane 
Winiov Glass Multi-pane 


Thick glass 


Ornamental Enamelled one pane 
Glass safety glass 
Wire Glass Insulating Glass Therak safe 


Therak phonex 
Therak triotherm 
Therak agrotherm 
Therak konvex 


Theraflex 
Colored Glass Flashed Glass Mirror Matte Glass stralix 
Signal Glass Aktivor 


Antique Glass 


Special Glass Frosted Glass 
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rationalization program. This increased the production output by about 

10 percent, and also improved product quality. In close cooperation with 
the main consumers of flat glass, a new packaging solution was developed 

for the widths of 1600 mm and 1800 mm, the “standard flat glass package", 
and was introduced step-by-step into production, starting last vear. 

Because of the partially automated on-and off-loading of the transport racks 
productivity increased considerably, breakage decreased by 2 to 3 percent, 
and considerable amounts of high grade cut lumber are saved. 


Corresponding to the main directions for development of building construction 
during the period till 1990, qualitative and quantitative requirements for 
building glass products are on the increase. At the same time requirements 
must be considered which arise in building construction from the substitution 
of high quality steels, non-ferrous metals, wood, and plastics by glass 
product. Construction of a high productivity installation for the 
manufacture of float glass in the VEB Flat Glass Combine Torgau provides 

the basis for provision of flat glass of highest quality and a variety of 
products for the building industry. 





This assures raw glass production for the long term provision of energy 
efficient, esthetic buildings, and new building technological applications 
can be developed. 





Thermopanes 


Because of their economic advantages and their greater utility, thermopane 
windows have a firm position in home and office building construction. They 
are constructed from all flat glass types and their combinations with 
distances between panes of 6, 8,10, 12, and 16 mm. Products include double 
thermopanes, triple thermopanes, heat reflecting panes, and multiple panes. 


In order to improve the heat insulation factor, gas tilled thermopanes have 
been developed. Increased emphasis on inner-city construction re quired 
increased sound insulation. Correspondingly sound reducing thermopanes 
with 33 dB sound reduction and triple thermopanes, gas tilled, with sound 
reduction of 28 to 33 dB were produced. This led to noticeable reduction 
of energy consumption for space heating and to increased comtort in 
apartment, office, and industrial buildings. 


Special window designs and glass systems were developed jointly by the VEB 
Flat Glass Combine Torgau and the VEB Building Llements and Fiber 
Construction Materials Combine Leipzig, to provide high quality sound and 
heat insulating windows and to increase the lite time of thermopanes to 
25 years. 


Joint research efforts have been under way for about five years with the 
Light Metal Construction Combine Dresden to provide thermopane insulation 
for greenhouses with the goal of a 30 percent energy savings during the 
heating period. Comprehensive economic application started this year, 
after initial experimental tests. 








Glass Fiber Insulating Materials 


Start of operation in 1980 of the modern wet-fleece installavion in the 

VES Trisola Steinach superseded step-by-step the, until then common, long 
fiber technology. This increased work efficiency and improved working 
conditions considerably. Products achieved higher quality, so that the 
quality mark "Q" could be achieved for glass fiber fleece products. This 
material is used primarily as support for bituminous roof coverings (roof 
Shingles ctc.) Because of the great tensile strength of glass fibers and 
of the organic binding material, this support material does not expand with 
humidity, holds its shape until 180 degrees C, and does not rot. 


Glass fiber roof coverings need a second layer of paint only half as often 
as roofs covered with felt paper. By rationalization of production, 
availability of this material could be increased by 150 percent since 1980. 
During the same time the share of glass fiber insulating material as part 

of total deliveries of support material increased from 54.5 to 60.5 percent. 
This is an important contribution to the material-technical guarantee of 

the program for roof maintenance. 


Glass Tubing for Hot Water Installations 


During 1981 twelve apartment units in the Suhl-Nord residential area were 
equipped with glass pipe installations for cold and hot water, as well as 
for waste and rain water collection systems. The experiment showed that 
replacement of galvanized steel pipes with glass pipes increases the life 
of hot water installations by 5 to 8 years to a total of at least 25 years. 
This saves 14.4 kg steel per apartment unit, and the maintenance effort 

is reduced by 65 percent. 


In a joint effort of the VEB Apartment Construction Combine Suhl and the 

VEB Technical Glass Combine a foundation was created to apply this economically 
effective solution on the broadest basis. During 1984 30,000 apartment units 
could be equipped with hot water glass pipes. For 1985 it is planned to 

equip 45,000 apartment units with glass pipes. 





New Glass Building Materials 


With the new phase of the housing construction program, especially for the 
esthetically demanding construction in the inner cities, higher demands 

are made on the glass industry. For apartment and communal construction, 
especially for inner city rehabilitation, there is need for large glass 
areas, flat glass products with greater thermal and soundproofing properties, 
which provide an economic reduction of energy losses. Also needed are 
solution for better architectural design. 


The production of high quality, flat glass products from reinforced glass 
for use in roofing and as facing is in preparation. New construction 
methods are in preparation, jointly with the building construction agencies, 
for industrial construction for specialized functions such as lighting, 
combined with sound and energy insulation. 
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As result of long term scientific-technical cooperation between the glass 
industry and the building construction combines and the GDR Building Academy, 
building technological solutions have been developed which permit effective 
and modern building construction. Close coordination of the partners insures 
solution of new tasks, which result from the new phase of the GDR housing 
construction program which ends in 1990. The workers in the glass industry 
assumed, and continue to assume, numerous concrete obligations, as result 

of the 8th Building Conference of the SED Central Committee and the GDR 
Council of Ministers and the preparation for the llth SED Party Congress, 

to meet their obligations honorably, as productive, reliable supplicrs of 

the building industry. 
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[Article by Dr. Heinz Bach, Head of Chemical Advisory Department, Ministry for 
Chemical Industry] 


[Text] During the past 30-40 years, the world has consumed more raw 

materials and energy resources than in the past 2000 years. Estimates 

indicate a consumption of 50 billion tons of raw materials for the year 1960. 
In addition, note must be taken of the fact that during the 1980-2030 period, 
i.e., in 50 years, there will be as many veople living on this earth as there 
were in all of the past 1,980 years. All must be provided with food, clothing, 
housing, and energy in line with the higher standard of living. If one 
compares the resulting, steadily increasing demand for raw materials 

with the limits of, and increasingly difficult access to, natural raw materials, 
it is easy to understand that it is essential for all countries to utilize 

the available energy resources and raw materials in a rational, hence, 
meaningful way. A meaningful utilization of primary raw materials means: 


1. Greater refinement of utilized raw materials and longer life spans of 
products, 


2. Introducing closed production cycles, i.e., technologies that produce 
a minimum of waste or are waste-free, and 


3. Recycling of waste byproducts. 
This would reduce emission of materials into the environment, be it by 
burning, dumping or destroying them, while making an important contribution 


to unburdening the environment. 


Situation in the GDR 





The GDR produces about 90 million tons of the most varied kinds of waste 
products per year, which must be collected and processed. This includes 
products such as ferrous and non-ferrous metal scrap, glass, waste paper, 
rags, old tires, plastics, waste oil, sludge, waste liquids and waste 

gases. These waste materials, waste products, old raw materials, or however 
one wants to categorize these products, are potential secondary raw materials. 
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Thus they are a firm component for meeting the raw material needs of our 
economy. Currently, 30 percent of all waste materials in the GDR are being 
reprocessed. Wence. 12 percent of all raw material needs of the GDR can 
be met through seconcary raw materials. This equals 6 billion marks in 
primary raw materials. 


The following traditional] secondary raw materials are at present being 
reprocessed: 


--400 kt metallic raw materials 
--580 kt waste paper 

--80 kt old rags 

--800 billion jars and bottles. 


These are large quantities, but for economic considerations it is important 
to increase the recycling and reprocessing further. This affects all 
industry sectors, but the chemical industry with its many waste products-- 
gaseous, liquid and solid materials--is of particular importance. Therefore 
a high-priority task of chemical research and development is to develop 
production processes with no or only little waste oroducts and energy losses. 
This also means that, besides waste-free technologies, enough attention must 
be paid to the utilization of technology-caused waste products that there 
are neither material nor energy losses. Only those waste products must be 
dumped that in no way can any longer be used as raw materials or energy 
resources. This approach also makes a significant contribution to meeting the 
objectives of environmental protection and of federal environmental laws. 


Plastics as Secondary Raw Materials 


Plastics are energy-intensive, essentially petroleum-dependent chemical 

raw materials which are especially important in the context of effective 
utilization of secondary raw materials to ensure the raw material base of 
our economy. Since plastic materials, because of their chemical and physical 
properties, permit multiple use, the greatest possible effort must be made 
to collect plastic waste. 


World-wide, the consumption of plastics grew by an average of 14.6 percent 
between 1960-1970, and by 6.8 percent between 1970-1980. As in all highly 
developed industrial countries, the consumption of plastics has also risen 
substantially in the GDR. GDR plastics production has expanded six-fold 
between 1960-1980 (see table). 


We are currently producing about 1 million tons of plastic a year. Of th. 
about 700 kt are thermoplastics. Domestic consumption totals about 500 

kt, consisting of polyvinylchloride (PVC), low-density polyethylene (PE-ND), 
high-density polyethylene (PE-HD), polypropylene (PP), polystyrene (PS), 
acrylnitril-butadiene styrene (ABS), polyamide (PA) and other special plastic 
materials. Considering that at present, in the GDR, the collect.on and 
reprocessing of secondary raw material includes 
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About 40,000 tons of thermoplastics per year were directly sold to households 
as so-called household plastics, i.e., for wrapping food, household chemicals 
and cosmetics and for plastic household articles. While the material 
consumption standard covers the recycling and reuse of technological vaste 
(recycling material) by processing plants, plastic waste from households, 
until recently, has not been considered to be one of the materials that 

can be collected and recycled. it was dumped or polluted the environment. 
The reason for this preconceived notion was a difference of opinion as to 

the labeling of the various plastic materials in order to make it possible 

to separate the collected materials according to specific categories and 

the basic collection in exchange for money in the purchasing centers. The 
collection of large quantities of plastic waste, therefore, seemed almost 
impossible. This problem has now been solved. Some 6,900 tons are already 
being collected in 1985, as planned, and they are going to be largely 
recycled and put to new use. We can estimate today that it will be possible 
to collect from households, in 1986, some 8,000 tons and, in 1987, some 
10,000 tons of thermoplastic household waste materials. 


Under the direction of the chemical advisory department, an example was 

set up for the complicated solution of this problem which serves the 
interests of the entire economy, covering collecting, crushing, reprocessing 
and recycling. To increase the yield, it had to be made easier for the 
population to get rid of such bulky items as plastic bottles, wash bowls, 

and baby bathtubs. Hence, the chemical advisory department initiated a 
collection system with net containers, and tested it in actual practice 

in the towns of Gera, Jena and Halle. The net containers were placed in 
front of department stores and in busy traffic ceniers, and the public was 
provided with the appropriate instructions. This procedure has worked out 
well because it is easy to handle and is now being followed with great 
success throughout the country as a new collection system for everyone to 
see. As a further step in this connection, mobile and stationary cutting 
granulators were set up which crush the large quantity of collected materials 
at certain local collection points, which therefore, can be shipped to the 
processing facility, at low cost and requiring minimum of space. The 
chemical advisory department, in socialist cooperation with the VEB Chemical 
Plant Coswig BT Steudnitz, was able to master the processing of thermoplastic 
household waste in a very short time, without having to import equipments 

and know-how. A pilot plant for the production of 500 tons per year was set 
up within a 9-month period. This capacity is being doubled to 1,000 tons 

in 1985. Eventually, in 1986, its capacity will be 1,800 tons. This 
development was decisive for the present state of the art of recycling 
thermoplastic household waste in the GDR which, in the future, will total 
10,000 tons. Additional plants for the processing of thermoplastic household 
waste have been built in Westeregein and Schwerin. 


Processing Methods 


The crushed, unsorted material is thoroughly washed with water. Sticky 
remains of cosmetic, cleaning and rinsing chemicals, originally thought to be 
undesirable, have a very favorable effect on the cleaning and separation 
process, i.e., a complete wetting of the granules results in a high degree of 
washing. 
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The material, washed in a helical conveyor mechanism, is separated 

in a separating column. The water stream separates the pieces in accordance 
with their density into a floating portion consisting cf polyolefines with 

a density of less than 1, and into a portion, which sinks to the bottom 

and essentially consists of PVC, with a density greater than l. 


It must be emphasized that the polyolefine part, which constitutes about 
80 percent of the material, may almost exclusively be used as a substitute 
for primary materials. The objective was to produce such high-grade end- 
products as bicycle-chain protectors, flower pots and bottles for liquid 
fertilizer. 


Polyethylene Sheeting Waste 


The so-far inadequate collection and processing of polyethylene sheeting 
waste from industry, trade and agriculture is an additional reserve of 
materials, which, like thermoplastic household waste, must again be made 
available to the economy. 


About 22,000 tons of polyethylene sheeting are being used for the above 
purposes in our economy. There are plans to reclaim some 5,900 tons of 
waste sheeting for reprocessing. An agreement between the Ministry tor 
Chemical Industry and the appropriate ministries and councils of the 
districts regulate the regional coverage. Usually available paper presses 
press the sheets into bundles as it is done with waste paper for shipment 
to the VEB Orbitaplast Goelzau or Westeregeln for further processing. 

It is noteworthy that clean sheets are processed into sheets, and dirty 

or contaminated sheets are reprocessed in line with a special procedure ane 
then made into suitable end-products. At the present time, a 500 t/a 
pilot plant is jointly being put into operation by the Chemical Advisory 
Department Halle and the VEB Chemical Plant Coswig BT Steudnitz. 


Polypropylene Twine for Harvesting 


Until 1983, considerable auantities of polypropylene were imported for the 
manufacture of twine for harvesting. The genera!ization of the findings 

of the LPG Dobitzschen and the efforts of the chemical advisory department 
led to the minimization of efforts through the increased introduction of 

the one-string wrapping technology and of stringless pressing as well as 

the partial substitution of polypropylene by polyethylene in the manufacture 
of harvesting twine. Thus the requirements for harvesting twine could be 
reduced to 3,400 tons of polypropylene, which means considerably lower 

costs. A possible 60-percent reprocessing of used harvesting twine from 
agriculture will yield about 2,000 tons. In cooperation with the VEB Plakotex 
Fehrbellin, a method has been developed and a plant was set up for 
reprocessing used PP harvesting twine which, after the method has been fully 
developed, will produce a PP-regenerated product that is equivalent to the 
primary material. 


In 1984, the recycled secondary material already replaced about 200 tons of! 
polypropylene primary material for use in the shoe industry. In 1985, som 
600 tons of polypropylene fibers will be recycled. 
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PVC-h-Waste 


PVC constitutes the largest portion of thermoplastic material. However, the 
opportunities to recycle PVC waste depend on the areas where it is to 

be used. A large part of PVC goes to nonreclaimable areas of industry such 
as the building or electrical industry. Yet there are areas from which 
large quantities of PVC waste can be recycled for further use, e.g., the 
wrapping sector. Based on research results from the VEB Chemical Combine 
Bitterfeld, a 350 t/a foam extrusion plant for PVC sections was set up for 
hitherto unused PVC-h waste by putting into operation idle equipment in 

the VEB United Thuringian Slate Mine Unterloquitz. The wall and ceiling 
paneling elements it manufactures for the hobbyist from PVC-h waste are 
other examples of the effective use of waste products. Thus it will be 
possible in 1985 to produce consumer goods valued at almost 2 million marks 
per year from raw material reserves that remained unused in the past. Now 
it is important to exploit the existing reserves of PVC-S and PVC-E waste 
and above all to ensure the utilization of PVC-E. The highest priority must 
be to find areas for this secondary material where it can cost-effectively 
replace valuable primary materials. There are sufficient examples for that. 


As the examination of the status of, and opportunities for, recycling of 
secondary plastics indicates, it was possible within a short time-span to 
collect and process various kinds of plastics with the help of rational 
procedures and technologies and to reuse them for high-quality products. In 
collaboration with the responsible combines, methods and technologies have 
been developed and demonstration plants have been set up on the basis of 
GDR-owned equipment and know-how. 


This laid the foundation for reprocessing in the future the following waste 
materials into high-grade products: 


--10,000 tons of household thermoplastic waste 
--5,000 tons of polyethylene sheathing waste 
--2,000 tons of used PP harvesting twine, and 
--3,000 tons of PVC-h waste. 


These examples demonstrate which reserves could be made available to our 
economy and which can be made available in the future. 


Additional tasks are the collection, processing and reuse of high-grade 
construction material such as ABS, PA, SAN (styrene-acrylnitril-polymers), 
and PSsz (impact-resistant polystyrene) from enterprises servicing electrical 
equipment in the home and from other repair shops, as well as from industry 
and the entire economy. 


All citizens, who are turning in secondary plastics with much understanding 
and initiative and, by doing so, make it possible for us to expand the 
collection of household thermoplastic waste to 10,000 tons, will be 
contributin to our efforts to an increasing extent. 
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LAW ON EXECUTION OF 1984 BUDGET PUBLISHED 
Budapest MAGYAR KOZLONY in Hungarian No 41, 23 Oct 85 pp 877-878 


{Law of the Hungarian People's Republic No V/1985 on the 1984 Budget's Execu- 
tion] 


{Text] With due consideration for the provisions of Law No II/1979 on Public 
Finances, the National Assembly hereby enacts the following law: 


Main Totals 

Section 1 

The National Assembly of the Hungarian People's Republic hereby accepts and ap- 
proves the report on the execution of Law No IV/1983 on the 1984 Budget, with 


572 ,922,000,000 (five hundred seventy-two billion nine hundred twenty-two mil- 
lion) forints of revenue, 


576,581,000,000 (five hundred seventy-six billion five hundred eighty-one mi!- 
lion) forints of expenditure, and 


3,659,000,000 (three billion six hundred fifty-nine million) forints deficit. 


Breakdown of Total Revenue 

Section 2 

Taxes, social-security contributions and other payments by enterprise-type « 
nomic organizations amounted to 468.232 billion forints or 81.7 percen: of to- 
tal revenue. 


Section 3 
Personal taxes, fees, and social-security and pension contributions by indi 
viduals amounted to 40.056 billion forints or 7.9 percent of total revenue. 


Section 4 
The revenues and social-security contributions of budgetary agencies amounted 
to 49.534 billion forints or 8.6 percent of total revenue. 


Section 5 
Sundry revenues from international financial relations and other source: 
amounted to 10.1 billion forints or 1.8 percent of total revenue. 





Breakdown of Total Expenditure 

Section 6 

Expenditures for aiding the investment activity of enterprise-type economic or- 
ganizations, agricultural cooperatives and budgetary agencies; for augmenting 
the assets of the councils’ development funds; for aiding privately financed 
housing construction; for grants of working capital in conjunction with state 
investments; for supplementing the development funds of enterprises and large- 
scale farms; and for replenishing the credit security fund amounted to 71.599 
billion forints or 12.4 percent of total expenditure. 


Secticn 7 

Tax refunds and subsidies to aid the production and distribution of enterprise- 
type economic organizations amounted to 146.693 billion forints or 25.4 percent 
of total expenditure. 


Section 8 
1. Expenditures for the functions of budgetary agencies amounted to 183.742 
billion forints or 31.9 percent of total expenditure. 


2. The amount specified in Paragraph 1 was divided among the principal func- 
tions as follows: 


For health and social services, including the maintenance of general and 
special hospitals, clinics, institutions for in-patient or out-patient 
care, and district day nurseries; for public health and epidemiology 
services; for the operation of homes for the aged; for recreation- 
related subsidies; for relief payments and other health and welfare 
purposes-- 32.362 billion forints or 5.6 percent of total expenditure. 


For education, culture and scientific research, including the mainte- 
nance of district and workplace kindergartens, primary and secondary 
schools, higher educational institutions, and institutions for adult 
education, child and student welfare; also for sports--53.997 billion 
forints or 9.4 percent of total expenditure. 


For defense and other functions of the armed forces--34.983 biliion for- 
ints or 6.1 percent of total expenditure. 


For the functions of the economic, administrative and law-enforcement 
agencies, including the maintenance of roads and bridges, municipal and 
community services, agricultural administration, management of water 
resources, environmental protection and conservation, and replacement 
of the budgetary agencies’ capital assets; and for the administration 
of justice and public administration--62.4 billion forints or 10.8 
percent of total expenditure. 


Section 9 

Social-security expenditures, including family allowances, sick pay, child-care 
allowances and other cash allowances, health-care services, pensions and other 
maintenance, amounted to 120.031 billion forints or 20.6 percent of total ex- 
penditure. 





Section 10 

Payments of obligations stemming from international financial relations, repay- 
ments of domestic loans obtained in years past, interest payments, and expendi- 
tures for other budgetary functions amounted to 54.516 billion forints or 9.5 
percent of total expenditure. 


Fulfillment of Central Budgetary Agencies' Estimates 

Section 11 

The National Assembly takes cognizance of the fact that, within the totals 
specified in Section 1, the relations with the state budget of the agencies 
which have separate budget headings exceeded the estimates of budget receipts 
by 252 million forints and fell short of the estimates of budgetary subsidies 
by 2.544 billion forints. Fulfillment of the estimates, in a breakdown by 
headings, is presented in Supplement 1 [not translated]. 


Grants for the Councils’ Operating Budgets and Development Funds 

Section 12 

The National Assembly takes cognizance of the fact that the state grant for the 
councils’ operating budgets--taking into account the 2.367-billion-forint cen- 
tralized estimate of grants for other enterprise expenses--was 719 million for- 
ints less, while the state grant for the councils' development funds was 699 
million forints more, than the estimates specified in Section 13 of Law 

No IV/1983. Fulfillment of the estimates, in a breakdown by the Budapest Mu- 
nicipal Council and the megye councils, is presented in Supplement 2 [not 
translated). 


Sundry Provisions 

Section 13 

The National Assembly approves the actions that the Council of Ministers and 
the minister of finance undertook--pursuant to the authority granted them un- 
der Sections 16 and 17 of Law No IV/1983, and Section 14 of Law No III/19864-- 
to execute the 19684 state budget; furthermore, the fact that--as a result of 
the changes during the year in the tax rates and state subsidies--revenues ex- 
ceeded their estimated total by 9.722 bil.ion forints; and expenditures, by 
9.881 billion forints. 


Section 14 

The National Assembly authorizes the Council of Ministers to finance by borrow- 
ing the 159 million forints by which the planned budgetary deficit has been ex- 
ceeded. 


Section 15 
This law becomes effective the day of its promulgation. 


Pal Losonczi, President Imre Katona, Secretary 
Presidential Council of the Hungarian People's Republic 
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NEW COOPERATIVE LAW SHOULD PROVIDE GREATER FREEDOM 
Budapest FIGYELO in Hungarian No ¥%, 1° Sep 85 ov 3 


[Article by Doctors Jozsef Bak and Tamas Prugberger: "New Law, Traditional 
Model") 


[Text] Following the April 1984 standpoint of the MSZMP 
Central Committee, perfection of the system of macroeconomic 
management has been continuing. The introduction of the new 
forms of enterprise management has made timely also the re- 
thinking of the cooperatives' situation. 


Although the 1967 Law on Agricultural Cooperatives, and the branch regulations 
on industrial cooperatives and on general consumer and marketing cooperatives 
were enacted more or less in the spirit of the new economic mechanism, they 
were not entirely consistent in asserting the economic reform's requirements. 
This applies to their subsequent modifications as well. And the statutory reg- 
ulations on cooperative savings associations, and on housing cooperatives, 

were enacted in years when the economic reform ground to a halt. The statutory 
regulations on small cooperatives are outside the structure of the cooper- 
atives' regulation. After repeated amendments and modifications, the original 
statutory regulations--in other words, the Law on Agricultural Cooperatives, 
the Law on Cooperatives, the branch regulations, and the decrees implementing 
them--have become a confusing hodgepodge of rules. This again warrants a new 
general regulation. 


Our proposals can be grouped around two fundamental principles. One is the co- 
operatives’ independence. The other is making the cooperatives’ self-manage- 
ment more democratic. These two gutually-reinforcing factors help to determine 
the extent to which the efficiency of & cooperative's operations will improve, 
and the cooperative members’ morale. 


Certified Loyalty? 


A unified and comprehensive code would be expedient that covers every type and 
form of cooperative in every branch, the representation of the cooperatives’ 
interests, and the state supervision of cooperatives, with suitable differenti- 
ation in accordance with the peculiarities of the individual branches. 


It would be expedient if in a [new] Law on Cooperatives the provisions regulat- 
ing the relationships of the cooperatives were generally suppletive rules, al- 
lowing the cooperatives to depart from the recommended solutions. But the 





provisions would have to be mandatory that, e.g., safeguard the members’ gen- 
eral rights and basic social interests against the cooperative as the stronger 
party, or exclude rules that are in conflict with the principles of cooperation 
or with constitutional order. 


In the 1970's there surfaced demands urging that cooperative ownership, and in 
general the "further development" and "transformation" of the cooperatives, be 
brought closer to state ownership, respectively to the state enterprises. 

These efforts have not ceased entirely since then. Our objection to such "fur- 
ther development" is that the classical cooperative model's very essence, the 
concept of an autonomous enterprise functioning under the democratic management 
of the collective of its members, does not require "transformation." To the 
contrary, it is necessary to return specifically to the essence of this model. 
Proof of this is also the fact that, among our existing cooperatives, the agri- 
cultural cooperatives have best preserved their cooperative nature, and this is 
their great strength. 


The cooperative's right to economic planning, on behalf of itself and its mem 
bers, must be defined on the basis of control by the owner. State economic 
policy and macroeconomic management may not influence this right directly, only 
through normative instruments (economic regulation). The administration and 
reporting of assets (bookkeeping) should be sandatory for cooperatives only to 
the extent necessary to gain a comprehensive overview, file reliable reports, 
and prevent abuses. 


Consideration should be given, in our opinion, to relaxing the rules on the 
formation and use of funds. Especially expedient would be a review of the for- 
mation and proportion of undistributable assets. For it may be assumed that 
the members’ interest in increasing the cooperative's assets would be greater 
if a proportion of the assets that the cooperative has accumulated, and to 
which the members have contributed by their work, could be distributed under 
certain conditions. 


The legal safeguards should be defined that will protect cooperatives from out- 
side interference infringing on their independence and self-management. In 
such cases the cooperatives should be able to take action partially before the 
competent authorities--the court, public administration, etc.--and partially 
through their federations. The federations, too, should have the right to take 
action before the competent authorities, and their duties should include taking 
action against outside interference, whether legal or informal. 


The provisions regarding official “certification of loyalty" seriously violate 
the cooperatives’ autonomy and internal democracy, are illegal in principle, 
and make the state nomination of cooperative chairmen possible. These provi- 
Sions should be rescinded as soon as possible, independently of enacting a new 
Law on Cooperatives. We have in mind the three ministerial decrees issued in 
1974, requiring an official certificate of loyalty to the state and social sys- 
tem of the Hurgarian People's Republic as a condition for electing or even nom- 
inating a coopeative chairman. Such a certificate may be issued by the chair- 
man of the megye council or Budapest Municipal Council; this, incidentally, is 
in conflict with one of the basic provisions of the enabling resolution of the 
Council of Ministers. The granting or refusal of the certificate of loyalty is 





entirely arbitrary and not tied to any specific conditions that could be veri- 
fied in a legal manner. 

Adzission of Members, Financial Relations 

Even if we could expect the formation of additional cooperatives, the present 
regulations on the formation of cooperatives probably would not have to be 
changed. But significant changes should be made in the rules governing consol- 
idations, mergers, and especially split-e-offs and split-eups. 


In the rules on the formation of cooperatives, the requirement of tne branch 
minister's approval could be dropped Decause experience shows that, sooner or 
later, approval is always granted. Instead, certain legal safeguards should be 
included against outside pressure to consolidate or merge. 


Although the present rules on split-offs and/or spliteups declare them possi- 
ble, actually the rules attempt to discourage this possibility in practice. 
What we need are real rules that can actually be implemented, enabling the in- 
terested minority to carry out its decision. This would be one way of remedy- 
ing forced mergers. 


Significant innovations appear necessary in the present rules on the members‘ 
rights and obligations. It woulde be desirable to make capital subscription 
mandatory for every type of cooperative and in every branch. As the primary 
financial relationship between the members and their cooperative, shares are a 
traditional institution in the history of the cooperative movement. The intro- 
Guction of capital subscription would he advisable even in agricultural cooper- 
atives: partially for the saxe of uniformity; and pertially because otherwise 
it would not be possible or logical to introduce special-purpose shares that 
could serve as a Significant source of self-financing and fit in well even with 
loans from members. Subscriptions for shares oy members of agricultural co- 
operatives who have a seniority of several decades could be solved even without 
actual payments, oy debiting the already mentioned members’ equity fund. 


Within the rules on the members’ rights and obligations, the financial rela- 
tions between the members and their cooperative should include more specific 
rules on the following: special-purpose shares and loans from members, to- 
gether with the consequence: jividend, respectively interest) of such shares 
ang loans; the various bdDenefits and services that may be provided for members; 
the procurement and marketing possibilities in conjunction with the members’ 
household plots or artisans’ shops, ete. In their rules on the members’ direct 
participation in the cooperative's activities, the producer-type cooperatives 
ought to move away from the present work-for-hire or employment forms (from 
fixed-pay systems of remuneration, for example), toward the profit incentive 
of the collectives within the cooperative, the small businesses operated by 
Smaiil groups or individueais. in other words, remuneration should not be based 
Simply on the work performed, but on the economic result. 


The substance of the members’ rights and obligations, and also the establish- 
ment of the cooperative'’s Dusiness and seif-managing organization, should be 

left mostly to internal regulation by the cooperative itself, specifying only 
certain generai rules or principles. The number of internal statutes ougnt to 





be sharply reduced. The articles of association, and the rules of organization 
and procedure are perhaps all that is needed. The subject gatter of the numer- 
ous other internal statutes (inventory control, vouchers and cash on hand, fire 
safety, etc.) is regulated by general professional rules that have gained gen- 

eral validity by statute. 





Since the cooperatives are self-managing organizations by definition, the new 
Law on Cooperatives could describe certain possible forms of business organiza- 
tion at most as suppietive rules. 


Integrating Role 


Without regard for the sequence of their importance, the sain forms of business 
organization that the new law could descrite are as follows: 


a. The traditional, centrally managed bu. :ness organization that is subdivided 
into the usual subordinate departments and plents, on the basis of production 
or marketing. 


db. The centrally managed business organization in which the larger subdivi- 
sions are khozraschet units operating with a certain degree of independence. 


c. The centrally self-managed cooperative within which the individual organ- 
izational subdivisions also have their own cooperative self-management, with 
limited yet significant legal capacity and exercising the owner's rights. 


qd. The centrally self-managed cooperative whose units are operated by indivi- 
dual entrepreneurs or small groups of entrepreneurs paying a fixed rate. 


In larger cooperatives as a rule, we believe, it is important to decentralize 
the cooperative's business organization and to give its organizational subddi- 
visions a large degree of relative independence. 


The system of partial general meetings should be abolished within self-managing 
organizations. The professional literature has pointed out long ago and re- 
peatedly that this institution--it emerged in the early 1960's, but its primi- 
tiveness is unprecedented both in the history of the cooperative movement and 
our legal culture--is untenable. Here it will suffice to point out that con- 
Sistent democracy does not necessarily mean direct democracy; and that the 
system of partial general meetings is eminently suitable to sanipulate the sem 
bership and to conceal violations of democracy. 


We must return to the traditional cooperative institutions. To the general 
meeting of members where it is viable; and to the fully authorized meeting of 
delegates, or more acouralely to the system of delegates, where the general 
meeting of members is not viable. The system of delegates includes also the 
legal and organizational institutions comprising elected delegates, other than 
the meeting of delegates and linked to it. Particularly the systems of smaii 
collectives within cooperatives would be such institutions. They already 
exist, but they are basically perfunctory organizations without real self- 
management. They should be given real self-management and decision-making 
authority in matters that do not exceed a given small collective'’s sphere of 
interests. 











In large cooperatives all this would mean the decentralization of self-manage- 
gent. This decentralization, together with the decentralization of the co- 
operative’s business organization, could be the other way of remedying the 
mergers that were forced on the cooperatives repeatedly over a period of sev- 
eral decades. 


In the case of an elected management or management committee, especially the 
legal guaranties of its dependence on the membership should be reinforced. 

The present control committee's position should be strengthened, which again 
would be a return to the cooperative mvement's traditions. Perhaps board of 
supervision, the control committee's old name, should be restored to express 
also in this manner that its function is to oversee the cooperative's operation 
in accordance with the law and its articles of association, and also the eco- 
nomic expediency of its day-to-day operations. And within this scope of du- 
ties, primarily to oversee and control directly the activities of the elected 
management (or management committee). 


The new Law on Cooperatives will have to regulate numerous other questions that 
belong essentially in the shpere of the cooperatives’ relations with their so- 
cioeconomic environment. 


In conjunction with the cooperatives’ economic role it will be necessary to 
bear in mind that they will be able to attract more intensively also nonmembers 
in procurement and marketing, over and above their own members’ individual 
small-scale production. In other words, that the cooperatives will have also 
an integrating role. For example, we could expect artisans to form procurement 
and marketing cooperatives. These would not be a new type of cooperative, 
merely one that has been forgotten. 


On the one hand, representation of the cooperatives’ interests will have to be 
reinforced with certain new rights. On the other, organizationally it will 
have to be made more flexible, to facilitate the cooperatives’ affiliation 
with the specialized federations. 


State supervision of cooperatives should be strengthened and made more clearly 
administrative (normative) in its nature, by screening out the still existing 
elements of economic management that provide opportunity for interference in 
Gay-to-day operations. This may have certain consequences also in terms of 
organization and authority. The establishment of a Cooperative Bank should 
also be considered, but this would fall outside the scope of the new Law on 
Cooperatives. 
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HUNUAN! 


DEBATE ON FLOW OF INDUSTRIAL MANPOWER CONTINUES 
Budapest FIGYELO in Hungarian No 38, 19 Sep 85 p 4 


{Article by Donat Bonifert: "From Industry to Industry or From Where to 
Where?" ) 


[Text] Adam Angyal ("Back to Industry," in FIGYELO, 18 Jul 85) is right in 
that today the prestige of working in industry, and of industry as a whole, is 
low. The reasons for this are diverse and stem mainly from the fact that in- 
Gustry’s output is lower than what would be desirable. And this indeed is not 
an “internal affair" of industry alone, but a social and political problem as 
well. 


However, Adam Angyal exaggerates some things a bit. For example, there is no 
question of a “general migration” from industry. The number of persons working 
in industry is declining because total employment aiso is lower. In comparison 
to this, the effect of the unquestionably existing and necessary attraction of 
the other branches upon employment in industry is of secondary importance. For 
the most part, the members of small businesses have retained their principal 
jobs; in practice, therefore, the loss of personnel to small dusinesses is in- 
Significant. However, it is a different question that the decline of personne] 
affects some enterprises--the large-scale enterprises in Budapest, for exan- 
ple--more painfully than others. The causes of this decline must be determined 
and eliminated. 


Large-Scale Industry Shortsighted 


[t is common knowledge that the migration of labor ok to agriculture in the 
early 1980's increased the farms’ work force not in their basic activity, but 
in their various ancillary (mostly industrial) activities. And if we are con- 
cerned about industry, is not industrial activity within agriculture also in- 
dustry? 


The studies on this topic do not confirm the widespread assum tion--mentioned 
also by Adam Angyal--that labor migrates to areas where the system of regula- 
tion is “more lax." Gross income in agriculture is taxed progressively, in 
contrast to the linear taxation of profit in industry. Therefore, the more 
profiteble farms are taxed more heavily than the less profitabie ones. And a 
separate tax (excess profit tax) on industrial activity within agriculture 
brings such activity (at least on average) to the same ievel as that of state 











and cooperative industry. Thus the farms whose profitability is below average 
Go indeed have a certain tax advantage, but the indications are that this ad- 
vantage does not affect the differentiation of ancillary industrial activity. 
Agong the agricultural cooperatives with extensive industrial activity there 
are more as well as less profitable ones. 


There is a certain differentiation of income among the farms that conduct in- 
@ustrial activity, but the statistics do not reflect this differentiation. It 
can only be inferred logically and it'rom informal knowledge. The industrial 
activities at rural and provincial plants employ labor (mostly women) that re- 
ceives very low pay and is immobile. For this labor the work is worthwhile 
dDecause this way the workers in question do not have to commute, and they are 
able to earn suitable supplementary incomes on their household plots. At the 
expense of the low average wages in rural areas, however, the agricultural co- 
operatives are able to pay the workers at their urban plants higher wages and 
thus compete in wages with the industrial enterprises, especially with some of 
the large-scale enterprises in Budapest. But one encounters this in industry 
as well: as a rule, wages at the provincial factory units of multiplant large 
scale enterprises are lower than at the gain factory in Budapest. 


That new equipment is unable to replace labor can indeed be attributed to the 
unfavorable economic environment, but industry's shortsighted investment prac- 
tice also plays a role. Today production can be increased with--seemingly-- 
cheaper expansion of the work force because harmony between the two principal 
productive factors has been upset: much capacity has been built--and obviously 
not at low coste-that cannot be supplied with manpower and is therefore super- 
fluous. Meanwhile the complaint is general that there is not enough money for 
development projects in industry. Had the investment practice to date not up- 
set the balance, expansion of the work force would [not] be so cheap: the 
newly established workplaces would be rather expensive. And actually this 
would present a realistic picture of the relationship between production and 
resources. 


It has been recognized fairly long ago that what the economy (mainly industry) 
is suffering from primarily is not a shortage of personnel, but a shortage of 
output. In comparison with its output, industry on the whole is holding too 
much capital and employing too many people. One or the other productive factor 
is lacking in individual areas: there are areas with a paucity of machinery, 
and other areas with a paucity of labor, often even within the same enterprise. 


Already for 35 Years 


Remaining with labor and the labor-related problems, Adam Angyal identifies as 
the @ost essential problem the discouragement of the creative intellectuals or 
factory “elite*® and its causes, the considerations of manpower management that 
are often laced with demagoguery: the forced increase of the proportion of 
workers paid performance wages, the cuts in “nonproductive” personnel, and the 
truly demeaning income situation of industrial managers. He refers to one, 
perhaps the gost serious, distorting factor: the incentive system iinked to 
enterprise income and based on false logic. But it is not evident from his 
contribution what this incentive systems is supposed to mean. In my opinion, it 
means a wage system iinked to profit (or gore accurately, to the enterprise's 





profitability). This system dates back not to the introduction of the reform 
of gacroeconoszic management but auch farther, to 1950. 


Today we look back on the system of gacroeconomic sanagempent employed at that 
time as one in which commands were the dominant, without taking interests into 
consideration and relying on incentives. Well, in wages the exact opposite 
was true. The press of that time made, if at all possible, even more refer- 
eices than today to the need of allowing the workers’ direct economic incen- 
tive to unfold, linked to the results of their work. And practice developed 
accordingly: direct performance wages or piece rates were recommended as the 
general and only truly socialist wage systes, and efforts were made to employ 
it everywhere, often even in entirely impossible forms. The wage system at the 
enterprise level (today we would say “wage regulation") was likewise based on 
this principle: under the system of controlling the wage fund, introduced in 
1950, the wage fund could be increased in a ratio of 1:1 with the overfulfill- 
ment of the production plan. (It will be remempered that under the system of 
wage bill regulation, employed since the second half of the 1970's, the coeffi- 
cient of wage increase was 0.3 or lower.) This system essentially rewarded 
the improvement in comparison to the attained level. WNaturally, the workers 
in areas with the most efficient organization and the tightest discipline fared 
the worst, bDecause there it was the most difficult to exceed the attained 
level. (The absurdity of this was recognized already then, and attempts were 
made to remedy this situation by differentiating the centrally prescribed per- 
centual rates for the revision of the norms. But this did more hare than 


good. ) 
Compulsion to Ease 


The systems of wage regulation employed since 1968 have essentially followed 
the same logic. (This applies to the present system of pay level regulation 
as well. Because to a large extent it is all the same whether wage increases 
are determined by ability to pay tax and absorb the cost or by profit, since 
the tax and cost may increase at the expense of profit, and conversely.) And 
this logic unalterably remains unfavorable for large-scale industry. 


Of course, things always proceed in the direction of least resistance. This 
logic of the system of incentives linked to enterprise income compelled iarge 
scale industry to adjust in 1950, and again in 1968. The easening of the 
norms served this purpose from 1950 on. And as of 1968, large-scale industry 
eased its organization, discipline, and requirements. But the consequences of 
this have affected entire society and are affecting it even today. 


The solution is to link wages primarily to the requirements of the workplace, 
and not to the enterprise's profit. This is the only way to offset the indus- 
trial workers’ disadvantage. However, the one-time corrective measure that 
Adam Angyal recommends is unsatisfactory. Such a correction has already been 
made on several occasions (also in 1973, for example). But there has been no 
Significant improvement in the situation, gainly because the disorderly and in- 
complete system of requirements has not permitted, and still does not permit, 

a substantiated distribution of the additional wages. 


Allow me to cite as a typical episode an earlier statement that Adam Angyai 
made on TV. Saphasizing that the system of wage rates was superfluous, he said 
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WAGE REGULATIONS IN DOMESTIC TRADE EXPLAINED 
Budapest FIGYELO in Hungarian No 42, 17 Oct 85 p 4 


[Article by Dr. Ibolya Erdodi Bartok : "Is It Possible to Make Well-Founded 
Decisions? - Income Regulations in Domestic Trade"] 


[Text] According to the new system of income regulations the enterprises which 
belong to the area of domestic trade can apply--aside from a few exceptions--the 
income-level regulations. The principle, according to which the individual 
groups of enterprises have been put in this group, was that only those economic 
units should form part of this more flexibie category in which the possibility 
of price increases is sufficiently checked by the mechanism of prices and market 
conditions, and in which interest in profits and sensitivity to costs are 
intense. 


This requirement is effective in the enterprises of domestic trade to a variable 
degree, according to each of the branches. Nowadays is still rather a wish 
than an effective possibility that a commercial enterprise be geared to business 
alone and be forgetful about its responsibility for public supply. It is partly 
a consequence of this that almost half of the enterprises, particularly those of 
the cooperative sector, adopted the tighter central income regulations which are 
based on growth. This is because undertakings that may increase an enterprise's 
product have less room in those consumer cooperatives and food retail 
enterprises--most of which are doing business in small settlements--and which 
are performing basic public supply tasks. It is also therefore striking that 
the state retail commercial enterprises have nevertheless sticked to the 
income-level regulations. 


Open Question 


The question is: is it possible to make a well-founded decision? The 
enterprises were free to choose among various possibilities until 31 January 
1985. By that time the 1984 balances of accounts were not or were only partly 
complete. The wage index tables were closed beginning the second half of 
January. At the same time the government emphasized that statistical comparison 
based on the 1983 statistics were not suited for decisionmaking and that it was 
worthwhile to make forecasts for at least 2 or 3 years. However in fact it was 
not possible to obtain reliable figures for even two years, since such basic 
questions have remained open as the proportion between city-village taxes and 











wages, the former being in many commercial sectors even more burdensome than 
income taxes; nor was the tempo known at which tax-allowances were going to be 
eliminated. In January most enterprises were still struggling with the 
interpretation of the decrees that they had received in December. Fnacting 
clauses and methodological directives were missing. Thus it would be to no 
purpose pretending that the decisions were based on meaningful economic 
analyses, and probably this was so not only in domestic trade. 


The most coercive motivation for choosing the less stimulating forms was the 
fact that, according to the 1985 plan, the profit share fund did not cover the 
source of the income tax and--this was more often the case--the enterprises 
tried to opt for a “cheaper" solution. The lack of profit sharing fund is 
however not a result of the impact of income taxes, but it is rather a complex 
economic problem. Thus it is likely that the advocacy for lower tax rates does 
not solve the problems but may rather generate new ones. 


The proportion between wage and income taxes and profits is 6-8 percent in case 
of the large industrial enterprises, while in food retail trade and catering it 
may surpass 30-40 percent. This is the result of the extraordinary differences 
in wage-effectiveness. 


They Should Not Insist 


In view of the number of enterprises and the size of their staff, domestic trade 
is characterized by high labor intensity and therefore by increasing budgetary 
payments. 


The profitability of the enterprises and their tax-paying ability currently 
depend much more on the objective conditions of their line--for example on the 
size of the profit ratio and the rate of the utilized manpower and 
machinery--than on the efficiency of their management. This, as well as the 
supposed and real expectations from their responsibility in public supply 
created a situation in which internal defects, ossified organization and the 
obsolete character of the activities are attributed to certain factors which are 
independent from the enterprises themselves. The danger exists that nothing 
happens even where both need and possibility exist for doing something. We may 
cite the largest number of examples--as professionali discussions seem to 
indicate--from the catering trade where enterprises have increasing difficulties 
in surviving, while the patrons are also unhappy with the quality, the choice 
and the prices of the food served. 


It would be important that the enterprises should not insist on keeping the 
existing personnel and ‘ixed resources if they have no way of increasing the 
turnover. If new production profiles cannot fill in the capacity of some low 
efficiency units, then it is reasonable to supress them or to transfer them to 
other enterprises. 


One of the greatest merits of the new income-level regulations vis-a-vis earlier 
patterns is that a number of clearly arranged and well applicable connections 
can be drawn up for the groundwork of enterpreneurial decisions and for the 
up-dating of internal interest. Once taxes have been figured out, the indices, 














which are helpful for managerial decisionmaking, will not change essentially. 
Thus decisions concerning wages can be well prepared and from a number of 
alternatives the kind of variety that brings the best result at the least 
expense can be chosen. Depending on the level of the incomes, the minima] 
profit or performance requirement can be, for example, well defined. If we take 
into account wages and other inherent charges and also the budgetary payments 
which are to be debited to the profits, a saiary of 100 forints has to produce 
at least 170-270 forints gross income for the enterprise (including wage 
expenditure, social insurance contributions and profits). By the way, the 
amount that can be prescribed as a requirement, may be determined individually 
or for each work group exactly and thence less important results will be to the 
charge of other members of the collective or other sectors of the enterprise. 
To each autonomous unit of the enterprise a clear and strict obligation can be 
imposed, while also improvement in efficiency can be honored in the wages. 





Those Who Do the Job 


If we want to improve the incentive of the wages, it is pointless to proceed too 
cautiously with the utilization of the savings. The wages which are stemming 
from savings in manpower belong to those who are doing the job. According to 
the income-level regulations the enterprises do not loose money even if they 
expend 100 percent of wages which were saved. It makes poor impression when out 
of exaggerated caution--a group of workers receives only 30-50 percent of the 
savings. An increase in the average incomes raises certainly the income tax but 
in the practice this does not amount to more than the social and administrative 
expenses which have been saved by a decrease in the manpower. Thus if 70-80 
percent of the wages saved by a decrease in personnel is invested into 
incentives, even the economic performance of the enterprise as a whole improves, 
while the financial interest of the workers will not be impaired by performing 
their job better. 


It is important to avoid blunting the interest of the workers by unjustified 
reserve fund creation or by regrouping the results produced. The scope of 
action of the enterprises did not expand to the extent that the area of wages 
did and it seems that so far they have failed to live up to their possibilities. 
The enterprise managers do not seem to trust the stability of the regulations 
nor that the incomes which remain in the enterprise will continue to be 
calculable. Therefore the main motivation behind their manpower and wage 
management is to run moderate risks, to keep their staff unchanged and to 
undertake “average” wage increases. 


In the years to follow the concept of income regulation is not likely to change 
essentially. Thus it would be worthwhile to put the analysis of labor and wage 
records into the service of the new tasks. The productivity of our economy 
depends nowadays--in general and in the manpower-intense branches in 
particular--on the enterprises’ ability to utilize the new income regulations 
thoughtfully and rationally. 


12312/12274 
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DEF ECTIVE PRODUCTS COSTLY TO CONSUMERS 
Budapest OTLET in Hungarian No 39, 26 Sep 85 pp 12-13 


{Interview with Ferenc Cserny, director of the Quality Control Institute of 
Trade: “"Wasteful Economization"; date and place of interview not given] 


[Text] At rising prices, the quality and assortment of the 
merchandise are improving in some stores, remain unchanged 
elsewhere, but in many places the customers seem to be get- 
ting shoddier merchandise for more money. We interviewed 
Ferenc Cserny, the director of KERMI [Quality Control Insti- 
tute of Trade]. 


[Question] Has the quality of the merchandise supplied to domestic stores de- 
teriorated? 


[Answer] No, it has not. But I would word this differently: the general 
quality of the overwhelming majority of the items has hardly changed in recent 
years, in spite of the introduced measures. But I must point out also the fact 
that it is meaningless to examine the category of quality in general, indepen- 
dently of the state of the economy. Industry's technical development (on the 
whole) has not accelerated in recent years, so from what can we expect a per- 
ceptible improvement in quality? The trouble is that better goods are not be- 
ing made even at the few enterprises whose technical development has been 
rather large-scale. And that often the quality of the successful new products 
soon deteriorates. The many problems with these goods are not being caused 
primarily by a low level of technical development or by shortages of raw ma- 
terials. No, most of the annoying problems can be attributed to lax techno- 
logical discipline. 


[Question] In other words, quality has neither worsened, nor has it improved 
to the extent that could have been reasonably expected. 


[Answer] That is right. But I wish to repeat: we should not use the term 
quality in general. The less so because, in my opinion, practically any qual- 
ity is acceptable if the value of an item is clearly stated and the item is 
priced accordingly. Most items of merchandise in the much-admired developed 
countries are actually products of average quality, but in addition to them 
you will find expensive goods of outstanding quality, and also cheap mass- 
produced goods for export. The consumer can be satisfied because he has 
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(for example, Soviet television sets, vacuum cieaners, and washing machines). 
In a few instances there were also imports less favorable in terms of quality 
and price than similar products from capitalist countries would have been 
(black pepper from India, and shoes from Iran). To save foreign exchange, we 
imported at low cost several products of fair or average quality; unfortunate- 
ly, the consumer prices do not always reflect the lower quality. 


[Question] Who bears the costs of the products that KERMI bans? 


[Answer] Three types of costs may arise: the institute's testing cost; com 
pensation for the buyer's loss; and the loss of the enterprise that is stuck 
with the banned products in its warehouse. The buyer's case is the most sim- 
ple. By law he must receive fuil compensation, regardless of where the defect 
"originated": at the manufacturer, in transit or in the product. The insti- 
tute tests free of charge on its own initiative or on the basis of a purchas- 
er's complaint. Incidentally, the institute's fees for testing are so low 
--barely enough to cover its actual costs--that small firms often abuse this 
service. They request preliminary tests, submit the same product about five 
times, and then modify their production process in accordance with out obJjec- 
tions. Seemingly the most exciting problem is that of the enterprises’ loss. 
Actually I do not remember when there was a lawsuit between two enterprises 
over this; their mistakes are so obDvious that it is not even worthwhiie to 
argue over then. 


Number of Consumer Complaints Investigated by KERMI and Percent of Justified 
Complaints (in 1984) 
Number of Complaints Percent Justified 
19m 1963 —_1904 19% 1963 1964 


Food, tobacco products, alcoholic 


beverages, coffee, tea 53 69 76 75 74 64 
Public catering 7 5 6 86 80 50 
Apparel 19,898 21,505 24,526 74 76 78 
Of which: 

Fabrics 267 246 211 66 72 69 
Outerwear 4.585 6,555 6,393 76 75 77 
Underwear 270 273 455 74 73 61 
Hoisery 9) 65 73 85 77 62 
Footwear 13,644 13,367 14,577 74 77 79 
Household and furniture fabrics 3 631 626 66 71 73 
Clothing accessories 214 166 191 64 62 8 
Sundry industrial goods 7,402 7,559 7,869 71 73 74 
Total (number, percent) 27,356 29,138 32,479 73 75 77 
1014 
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notices of intent to raise prices is a tool that enables the price authorities 
\1) to examine the situation and adopt seasures for easing or ending the shorte 
ages in the market, or (2) to taxe cognizance of the otherwise warranted price 
increases when such measures are not available short term. Therefore, the cire 
cle of goods and services that fall under the general obligation to file no- 
tices of intent to raise prices has to be widened. Accordingly, the supple 
ments to National Material and Price Office Decree No 4/1961 (4 Feb) will be 
amended before 30 September. Expansion of the lists of goods and services is 
still under study. we will place under permanent obiigation to file notices 
of intent to raise prices those products and services whose prices require 
closer monitoring because of the imbalance of supply and demand in the sarkxet, 
respectively the ones where the obligation to file notices of intent can be 
expected to meaningfully curd or prevent efforts to raise prices. (For exam- 
pie, in the case of textile apparel and ready-made clothing, shoes, and gal- 
vanized or aluminum household utensils.) 


Supply difficulties, of course, are not restricted to the mentioned circle of 
goods and services. In those areas where this too] is not effective enough 
because of the changing assortment (the obligation to file notices of intent 

to raise prices cannot de prescribed for new products, assortments, or services 
of an individual nature), we must curd arbitrary price increases by means of 
other solutions. For example, through price audits or price consultations 

with the enterprises. I1 would like to emphasize that with the obligation to 
file notices of intent to raise prices we have been and will be curbing gostly 
price increases that cannot be termed illegal on the basis of the general price 
regulations. Unjustified and unlawful price increases can be curbed or pre 
vented by means of strict and effective price control, rather than by filing 
notices of intent to raise prices. Our tasks in this area will not change 

even after 30 September. 


The statutory changes will require also more detailed instructions. To avoid 
possible arbitrary interpretations of the amendments, the National Material 
and Price Office will issue brief guidelines on how to proceed in specific 
price work. For example, we will call the enterprises’ attention to the fact 
that any suspension of a price increase under the statutory reguiations on the 
temporary obligation to file notices of intent will remain in force even after 
this temporary obligation ceases. For example, if in response to an @ntere- 
prise's filed notice of intent we ordered the enterprise to refrain from rais- 
ing the price of a given product for one year as of | August 1985, the enter- 
prise will be able to raise the price of this product only in August 198, 
provided the statutory conditions for increasing the price will have been get. 


Another thing we will have to wateh out for is that postponement of a price ine 
crease cannot serve as reason to “catch up® for the delay in other ways. For 
example, to charge @ price higher than the filed one once the suspension has 
ended, or to compensate for the uspension by excessively raising the prices of 
other products, would constitute unlawful pricing. This rule appiies also to 
the manufacturing enterprises subject to competitive pricing. Adherence to 

the annuel export price likewise cannot serve as an exouse for raising the do- 
gestic prices above the level of the export prices expressed in forints. For 
acoording to the reguiations that are in force, ich @ price increase cannot be 


justified Dy Saying that iater mit wiii be PD ibie to reduce the prices. 
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Naturally, Hungary likewise supplies turnkey plants and large-capacity produc- 
tion lines to the Soviet Union, and the cost of these deliveries under the 

Oth Five-Year Plan will already exceed 250 sillion rubles. Analyzing the gap 
petween the import and export figures, we gust note that although the two 

Sices are striving to balance deliveries within these sain commodity groups, 
for the time being Hungary's needs are greater than what we are able to suppiy 
\consicer gerely the Paks Nuclear Power Plant). Within the entire bilateral] 
trace turnover, the difference is offset by supplying other Hungarian products. 


Speaking of Paks, we quote Counselor Anatoliy Yeliseyev who said that the two 
units already in operation are gaining repeatedly the full recognition of Hun- 
garian and Soviet experts. The third unit is scheduled for fullescale oper- 
ation in 1986; and the fourth one, in 1987. Theredy the four nuclear gener- 
ating units Duiit here will contribute 1760 MW of capacity to domestic power 
generation. 


The government agencies concerned have been negotiating a iong time over the 
investment project’s continuation. The requirement is for about 2000 MW of 
accitional generating capacity, but it has not been decided as yet whether to 
Ssoive the expansion with two 1000-MW nuclear generating units or with four 
S40-MW units. Together with their many advantages, the larger units’ drawbacks 
aiso are pointed out: the longer construction time, and the national power 
gric's extremely large deficit should either unit drop out for whatever reason. 


vounseior Yeliseyev emphasizes that Paks has spun off entirely new industries. 
The Ganz-Mavag, United Electrical Machine Factory (Egyesult Vil lamosgepgyar), 
Lang Machine Factory (Lang Gepgyar), Shredder Factory (Apritogepeyer), and 
April 4 Machine Factory (Aprilis 4 Gepagyar) are series-producing--to no smal) 
extent on the basis of CBA specialization--equipment for nuclear power plants, 
intricate designs and instruments whose technological value the socialist 
sountries recognize, and therefore their demand for these products is rising 
sonstantiy. 


Mail Sorted by Computer 


The Soviet geologists working in Hungary have provided some good news the other 
jay. Using new tests, they have again confirmed that there is a coal deposit 
of several million tons waiting to be developed in the area between Many and 
Nagyegyhaza, and that there is a suitably rich deposit of bauxite as well. The 
Markushegy and Natyegyhaza brown coal mines are operating faultlessly with 
soviet equipment, a.d the Many mine that is to be placed in operation in 1987 
will likewise offer attractive working conditions. Preparations are in full 
swing at Lenosehegy, and it is possible that the first ton of Bocene coal wil) 
be brought to the surfece already in 1987, with Soviet cooperation. 


voncerning the Bicske thermal power plant that had been considered earlier, 
Anatoiiy Yeliseyev believes that the Hungarian experts were right to cance) 
the project. Namely, the old mines in the vicinity have beoume depleted at 
such a rapid rate that coal from newly developed deposits is barely able to 
ompensate for the dropout. Furthermore, the first plans of the thermal power 
paant were prepared in an entiroly different period, when the value of ooal in 


reiatior was very depressed. The design capacity of the Bi ke power 











for construction also in Budapest; preparations are underway for the construc- 
tion of a gas plant that will produce liquid oxygen, nitrogen, and argon. 


1000 kW Transmitter 


Metallurgy, too, will undergo reconstruction. The Danube Iron Works, for ex- 
ample, continuously. Work is in full swing on designing and eventually bduild- 
ing, jointly with Soviet experts, a cold mill that will supply excellent can- 
making strip for the canning industry; the total amount of this order is 20 
miliion rubles. Yet another reconstruction announcement: reconstruction of 
the Oroshaza Plate Glass Factory (Oroshazi Sikuveggyar) will begin next year, 
for the purpose of widening the assortment, as the experts say. On the new 
Soviet equipment it will be possible to make between 11 and 12 million square 
meters of plate glass of varying thickness and quality. 


At the beginning cf our visit, the Soviet Embassy's counselor for economic co- 
operation acquainted us with a fresh telex report. But at the conclusion of 
our visit, Anatoliy Yeliseyev gave use news about modern telecommunications 
equipment. After the successful completion of the 2000-kW high-power transmit- 
ter in Solt, Soviet experts are rapidly installing Petori Radio's 2 x 500-kW 
transmitter in Marcali. And a 1000-kW transmitter will be completed in Szolnok 
under the 7th Five-Year Plan. 


Expanding Hungarian-Soviet economic, scientific and technical cooperation will 
thus have literally good messengers. 
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NATIONAL GRAIN, LIVESTOCK PROGRAMS REVIEWED 
Budapest MAGYAR IFJUSAG in Hungarian No 42, 18 Oct 85 pp 22 


[Text] Especially in recent years, our grain export has been playing an 
increasingly important role in improving the national economic balance of 
payments. It is not at all the same how large an area is used for growing 
grain, at what expense, and what we can get for it abroad. During the past five 
years, noteworthy successes were achieved through the intensive grain production 
program. 


In the council room of the Szabad Elet Cooperative in Szekesfehervar, there is a 
graph revealing that, at this farm, wheat production underwent a four-fold 
increase within 30 years. The average yield of 1.9 tons/hectare in 1952 was 
increased to nearly 8 tons/hectare last year. Their secret lies primarily in 
the close association they developed with the research institute in Martonvasar. 
They are constantly “testing” the wheat species and, should the yield of one 
decrease, they immediately decrease its sowing area. 


At their farm, the Mv-8 wheat species played the leading role in recent years. 
They sowed it on 72 percent of their area but, after 2 years of poorer yields, 
the Mv-9 was given preference. Neither do they spare money or effort on 
experimentation. In 1983, one prospective species, sown on 10 hectares, brought 
record yields and they immediately increased its showing area from 1 to 15 
percent. 


Hungarian plant cultivators are capable of outstanding achievements also on ar. 
international scale. For instance, we are third in the world in per capita 
grain production as a result of the successful grain program. This expression 
has been used by domestic farmers since the second half of the 1960's. That was 
the beginning of a massive development of the agrarian sector, above all the 
cessation of wheat import, in order to become self-supporting. The much 
expected turn occurred in the early 1970's: the harvest stored in the granaries 
proved to be sufficient for the complete satisfaction of domestic demand 
primarily as a result of the increased use of intensive wheat species. 


For decades, we had grown the traditional Hungarian species: Bankuti-i201, 
Fertodi-48! and Fertodi-291. Although these were of good quality, nevertheless, 
they were unsuitable for intensive production and machine harvesting because of 
their high stalks and, therefore, were excluded from production. The first 
intensive foreign species appeared at that time but, from the mid-1970's on, the 
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The further advancement of grain production is among the goals of the Sixth 
5-Year Plan. These goals by the experts were based primarily on the experiences 
accumulated in the production systems, and on the most recent scientific and 
technological results. The goal of the intensive grain production program is to 
further advance the applied growing technology, and to find and use the most 
adaptable species and hybrids. The program was started in 1981 at 51 
large-scale agricultural enterprises on 134,000 hectares. The participants 
assumed responsibility for increasing their average per hectare yields, used as 
the reference point, by 1 ton for wheat and by i.5 to 1.7? tons for corn over a 
5-year period. It is noteworthy that, during the years of drought in 1983 and 
1984, the disadvantageous effects of the drought were moderated by good 
agrotechnique, adequate supply of fertilizers and the well-chosen species. 


In addition to wheat and corn, our two grain crops grown on large areas, the 
cultivation of other spicate grain types also cannot be neglected. Twenty years 
ago, winter barley was still grown on 309,000 hectares but its crop area has 
gradually decreased since. It reached its low point in the late 1970's with a 
sowing area of only 102,000 hectares. There has been a somewhat greater 
willingness to grow it since that time: this year, it will be sown on 155,000 
hectares. The farmers profit from growing winter barley because the costs are 
lower than of wheat growing. 


Grown earlier on significant areas, rye has been relegated to less fertile, 
sandy soils. During the past quarter of a century, its sowing area was reduced 
to one-third with a simultaneous two-fold increase in the average per hectare 
yield. 


Our country is on the northern border of the rice-growing zone and thus 
primarily fast-growing species can be grown profitably by the enterprises. 
Starting with 1981, there were 3 years of favorable weather for rice growing 
with the average yield exceeding 3 tons/hectare. Last year there was a decline 
in rice yields because of the dry weather but its cultivation was profitable, 
nevertheless. In our country, rice is used exclusively for human consumption 
with about 60,000 tons needed for domestic supply which so far could only be 
achieved in few years. 


During this plan period, several records were set in grain production. Because 
of the draught, grain production decreased in 1983 but the grain producers set a 
new record in 1984. 


During the most recent years, 12 to 13 percent of the grain produced has been 
used for human consumption, 70 to 75 percent as grain fodder and 12 to 15 
percent had been sold abroad. Its role in exports is greater than that, 
however, since without grain, animal raising would be unthinkable which in turn 
also brings considerable foreign currency to the country. 
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ECONOMIC FUNCTION OF PEOPLES’ COUNCILS EVALUATED 
Warsaw TRYBUNA LUDU in Polish 4 Oct 85 p 5 
[Article by J.M.: "Economic Bases of the Independence of Peoples’ Councils" | 


[Text] (Own information) The process of shaping the economic functions o! 
peoples’ councils is not finished. Their role in the mechanisms of managing 
the economy does not correspond to their systemic position. For example, they 
can influence the sphere of production only to a small degree. There still is 
insufficient experience when it comes to the relationships of peoples’ 
councils with independent and selfgoverning enterprises. 


Experiences from the practice of applying the law on the system of peoples’ 
councils and regional selfgovernment are the theme of a two-day scientific 
conference dedicated to the evaluation of the realization of the economic 
competence of the councils. The conference is organized by the Peoples’ 
Councils Team of the Polish Academy of Science's Institute for State and Law. 
On 3 October there was a discussion of the papers of Prof Miroslawa Opallo on 
the subject of the model and practice of regional planning, the paper of Prot 
Natalia Gaja, on the financial-legal determinants and restrictions on the 
councils’ independence and selfgovernance, and the paper of Assistant Prof 
Michal Szpringer, on the economic conditions of the councils’ independence and 
selfgovernance. 


Among other things, there was criticism of the restricting of the economi« 
possibilities of the basic level councils by concentrating the economic 
functions in the provincial level. Studies conducted on the initiative of 
Institute of National Economy with the participation of the Academy of 
Economics in Wroclaw, showed that the field of economic actions of gmina and 
city councils is small because, among other things, the effects of 
centralization in the system of management from the second halt of the 
seventies cannot be overcome. 
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REPORT ON FULFILLMENT OF GOVERNMENT ORDERS 1984 
Warsaw RZECZPOSPOLITA in Polish 2 Oct 85 p 3 


[Article by (mk): "Main Office of Statistics on the Realization of Government 
Orders in 1984: Raw and Other Materials"! 


[Text] Last year's government orders included production and deliveries of 22 
kinds of raw and other materials. In 12 cases, the anticipated sizes of the 
deliveries included in the contracts covered and even exceeded the sizes of 
their production provided for in the Central Annual Plan [CPR] for 1984, 


The signed contracts for the production and deliveries of bearing steel 
products (rolled, ductile, and turned) and for tools, cold rolled steel, 
nonalkiline fiberglass, fabrics and bonded cloth for carrying as well as 
industrial cord tire, all assured the realization of the CPR by more than 90 
percent. On the other hand, the amounts defined in the agreements for the 
production of electronic materials, chemical (i.e. paste and silver flakes), 
ylues (60 percent of the CPR 1984), as well as dielectric materials (84.9 
percent of the CPR 1984), paper for the production of tar paper (80 percent 
CPR 1984), and enamel glazes (89.5 percent CPR 1984), 


How theretore does the fulfillment of the supplies of ordered and other 
materials shape up? It turns out that in 10 cases, the supplies were lower 
than the assumptions of the CPR. “Geography,” however, has changed 
somewhat... Let us begin with those that were successful. Exceeding by 
nearly two and a half times the amounts of deliveries determined in the 
agreemeut on the production of electronic and chemical materials (paste, 
silver flakes, and glues) permitted the realization of the CPR assumptions by 
146 percent. Greater than agreed upon were the deliveries of textiles and 
bonded cloth for carrying (by 3.6 percent), and industrial cord tire (by 4.8 rn 
percent). The deliveries of these materia)s completely fit with the 
deliveries provided for in the yearly plan. 


However, some groups of materials were "replaced" by others: supplies of 
glues for construction were realized by only 76 percent (the CPR called for 
92.7 percent); lower than that agreed upon and called for by the CPR 1984 
were galvanized iron (97.1 percent) and conducting steel pipes for the 


Kobryn-Brzeszcz--Warsaw Pipeline (98.2 percent). 





7;Olmg back to agreements concluded at a lower level than called for in the 
CPR, nine of them were realized in full (with greater and smaller 
overfulfillment) and only supplies of products made of bearing steel were 
smaller by 4.7 percent fro: those foreseen by the agreement (they fulfilled 
56.9 percent of the CPR 1984), 


In comparison with the agreements, smalier were the supplies of glue for shoes 
(99.1 percent), artificial and synthetic leatner for the shoe industry (95.3 
percent), industrial shoe fabrics (96.7 percent), and boiler steel pipes of 
second and third degree requirements (98.6 percent). They were nevertheless 
larger by 1.2 to 20 percent than those foreseen in the CPR for the past year. 


Government orders for the production of raw and other materials also included 
in this group five types of products for export. Agreements made at the 

level of the CPR were not realized in the production of cold rolled sheets 
(79.3 percent), wire rods of 5.5 to 14 mm in diameter (92 percent), and 
products made of rolled, ductile, and turned steel (98 percent). On the other 
hand, supplies of electronic materials and chemical fibers were exceeded 
(respectively by 3.4 percent and 0.7 percent). Nevertheless, they were still 
lower than called for in last year's plan. 
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OPERATIONAL PROGRAMS IN FIRST HALF 1985 


Warsaw ZYCIE GOSPODARCZE in Polish No 42, 20 Oct 85 p 1! 
lArticle by L.: "The Status of Operational Programs" 


[Text] Operational programs are the instrument of direct inf luencs 
steering by the state of selected ipheres of the economy. Currentiv., we |} 
four operational programs: i program of public railroad and road tr 


a tood economy supp! progran protection of health, and the pr 


clothing and knitted product tor children and youth under the é 

The degree of the realization of t} rograms in the current vear varie 
weakest is the realiz it OT] ‘ | t re i : Lix rai lroad and road ty ; rT 

In the first half of the current vear, the railroads carried near te 

million tons (i.e. 40.7 percent) of freight less than in the ime i 


last year. Undoubtedly the very cold winter affected it. Newerthel, 


rhythm of transport leaves much ti be desired and there is 4 eri t 
tasks of the program will not be carried out this year. Roa trart 
battling even greater difficulties. The PKS (State Motor Transport 

in the first half of the year 6.3 million tons (i.e. 11.4 perce: 

less than in the previous year. This is connected mainly with the 
supply of trailers. Of the 2200 trucks ordered by the carrier 
received only 30 percent in the first six months. Repairs of the 


network were also poorly conducted although road repairs were 


As tar as railroad ire concerned, the supplies of freight car 
but the supplies of electric assemblies and diesel locomtives ar: , 
below the plan; likewise with the repairs of the cars. Repair 
cars are better and the repair of passenger cars is worse 
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is to purchase many specific products. supplies of imported ready medicati 

are also delayed. Relatively the best program i that of iothing and knit 

for children. Supplies tor the market adhere to the tas*s planned, but witt 

some products (for example, children’s bedding, sheets, and textile scarve 
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SCOPE OF WORKER PARTNERSHIPS EXPANDS 
Warsaw ZYCIE WARSZAWY in Polish il Oct 85 pp 1,2 
[Article by Ch: “New Possibilities for Enterprise Economic Teams" | 


[Text] (Own service) How do you let people earn well in 
return for their additional solid effort, and at the 

same time utilize more fully production potential, 

or carry out necessary repairs or additional service’ How 
do you find a form for expanding the current experiences 
in this regard? 


This is the goal that guides the decree on enterprise economic teams re 
issued by the Council of Ministers. 


On the tenth of this month a press conference devoted to this subject took 
place in the Planning Commission. It was chaired by the first deputy 
chairman, Minister Franciszek Kubiczek. Among the participants were those who 
directly manage the work of the teams, or are directors of enterprises using 
this unconventional form of work organization. In the first year of action, 
there were 200 teams, now their number has doubled. One can assume that as 

a result of the decree their number will increase considerably. Restrictions 
on this form, treated until now as a rather narrow experiment based on 
Hungarian experiences, have been removed. Now teams can be organized not only 
in state industry and cooperatives, but also in budget units, sctientific- 
research posts, and schools of higher education. 


Restrictions concerning the scope of activity have also disappeared. Now not 
only production for the market, but in general the making of products, 
semifinished products, tools and cooperative elements, repairs, renovations, 
the designing of scientific-technical solutions, and services for the 
population can be the subject of this activity. 


Actually there is only one restriction, or rather a condition: this activity 
must be profitable also for the enterprise and thus cannot be more expensive 
than an activity performed in the normal procedure or for which special 
services or service units are commissioned. The team members can wor 
outside the obligatory work time on the technical equipment and facilitie: 


which are unoccupted or unused, 
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Quite rightly, therefore, the period inaururated by the Ninth rarty Conrress 
has gone down in the nation's awareness as the “Nicolse Ceausescu Era 


The Ninth Party Conrress: a Turnins roint in Developrert of Productive Torces 


In the 20 years since the “Ninth Party Conrress the 2CP has been faced with many 
theoretical and practical problems that were solved with “licolae “eausescu's 
telling contribution. Those problems concerned the simultaneous and harmonious 


3ects of labor, science and the labor force; the role of industrialization ir 
the rapid and all-around prorress of the productive forces; the correlations be- 
tween the sectors making producer voods and those maxing consurer coods, or he- 
tween the "traditional" and the new industrial sectors; planning and promotion 
of development of the productive forces in view of the contemporary scientific- 
technical revolution and the intensified international division of labor; coun- 
teracting the effects of the world econoric crisis, and the shift from larvely 
extensive development to larrely qualitative, intensive development. 


The trend toward intensive development of the productive forces instilled by the 
Ninth Party Congress was decidedly favored by the accurmlation rate, which was 
higher than in the previous period and was kept hirh throughout the following 
period. Compared with 17 percent in 1951-1960 and about 2 percent in the 196l- 
1965 period, the accumulation rate in the national incore rose to about 33 per- 
cent in 1966-1985. That made it possite to implement an extensive investment 
prorram that amounted to more than 5 trillion lei and to increase the volume of 
fixed assets from 503 billion lei in 1965 to 2.86 trillion lei in 1985, In 
pointing out the inherent tie between accumulation andi development Nicolae Cean- 
sescu said, "accumulation and accordingly allocation of a substantial sum out of 
the national income for development is an odjective necessity and a law of soci- 
alist construction on behalf of yveneral social prorress and the people's rreater 
material and cultural benefit. It may be said that it is only allocation of ?5- 
32 percent of the national income that secures expanded reproduction and the 
free and independent future of a nation and a people," 


Experience has demonstrated the correctness of the reneral principles of expand- 
ed reproduction and socialist accumulation, bringing out the validity of the 
RCP's policy of distributing about two-thirds of the national income to the cone 
sumption fund and over 30 percent to the accurmlation fund, ‘Without this hirh 
rate of accurmlation, Romania would have been unable to remedy its economic back- 
wardness inherited from the past and would have larred in development of its pro- 
ductive forces, with serious consequences for its people's -eneral Living stan- 
dard as well as its national sovereirnty an! independence. As ‘icolae Ceausescu 
pointed out at the Plenum of the RCP Central Comrittee and the Main Party Acti- 
vists in July 1955, "As a general conclusion from past experience, we rust 

also provide in the future for the correct distribution of the national income 

to the consumption fund and the developrent fund." 


The vitality lent the development of the productive forces, especially since the 
Ninth Party Conjress, and the effects of that development upon the varicus soci- 
oeconomic activities are illustrated by the favorable development of the main 
statistical indicators. The industrial output was 6.5 times -reater in 1965 
than in 1950 and 36 times rreater in 1953. As a result industry consolidated 

















its role as the proroter of the nation.l econory's r : 
percent of the national income is renerat in industry, pared with & r- 
cent in 1965 and !L; percent in ] . , metal 
chemical industries are cortributinre rore to the solution of + rob! 
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meeting other needs of the national econory. 
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To be sure the development of tine productive forces an! of the national econory 
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Romanian economy, and their bai effect impaired the r t isc ry and in- 
depth analysis of their causes | to the necessary measures to strixe a new ba- 
lance in the econory and to devel: al? Livitles ror isly. 








Based on the noteworthy results already obtained and on tne party's realistic 
and scientific policy, to the development, substantiation ani implementation of 
wiich Nicolae Ceausescu has heen making a telling contribution, the documents of 
the 13th Party Congress one up new prospects for Romanian society's all-around 
progress and for the entire people's creater material and cultural well-being. 
Implementation of the provisions of these documents will lift Romania to ever 
higher peaks of prorress and civilization. As the conrress’ Directives say, Dy 
the end of this century Romania will be a fully developed socialist country and 
accordingly creating the material conditions needed to carry out the communist 
principles of distribution, worxing and living in all activities and to express 
them more and rore extensively in Romanian society. The superiority of social- 
ism will be indicated by Romania's stroncer positions as a medium developed so- 
Cialist country and its transition to the new and higher stave of a developed 
socialist country. 


Further Developrent of rroductive Yorces Vital to Yomania's Propress 


The productive forces are not developed at random but for purposes of transition 
from extensive to intensive development as an essential characteristic of the 
present stage. This calls for qualitative chanres in the productive forces and 
their application that will result in higher levelsof exploitation, productivity 
ami efficiency and lower inputs of raw materials, materials, enervy and fuels 

as well as lower costs. It is significant in this connection that the Jirective: 
of the 13th Party Conrres: provide further modernization of the production 
structures for the 1956-1990 Five-Year vlan, as well as technical and qualita- 
tive improvement of products, increased labor productivity and a substantial 
gain in economic effectiveness in all sectors and activities. Smphasis upon the 
intensive factors for economic development and their -reaver contribution to the 
social product and national income mark a new and qualitatively higher stare of 
national economic development. 


Further expansion of Yomania's enercy and raw material base is important amonr 
the major foals and tass set by the conrress. There are important reasons for 
this priority, such as the increased proportions of production in the next peri- 
od, requiring vreater quantities of raw materials, materials, fuels and eneryy; 
reduction of Romania's foreirn exchange outlays on imported raw materials and 
energy resources in orier to form a surplus trade balance that will secure a fa- 
vorable balance of payments and permit liquidation of the foreiyn debt in the 
first years of the next fiveeyear plan and consolidation of the national foreign 
exchange reserve; and provision for the rreatest possible independence of the 
Romanian economy from the fluctuation of prices on the world markets. 


The main efforts te keep expanding the enerry and raw material base are concen- 
trated on complete use of existing resources and discovery of new resources and 
new reserves of useful mineral substances; development of new technolovies for 
efficient exploitation of deposits poorer in useful contents or difficult to 
work; manufacture of new materials with better properties by means of metal lur- 
gical, chemical and bioengineering methods; and rational use of all kinds of 
primary resources, with priorities on lignite and bituminous shales, expanded 
hydroelectric power plants, more extensive use of new enerry sources ‘solar, 
geothermal, wind-power, biogas, biomass and hydrogen) and especially use of nu- 
Clear enerry to produce electric power, minimizing the use of hydrocarbons for 


energy purposes. 




















One important way to cover the requirement for raw and enerry materials is to 
husband them most carefully. To this end, special ermhasis is placed on conser- 
vation of raw materials, fuels and energy and upon recovery and recycling of the 
resources resulting from production and consumption processes, which are essen- 
tial aspects of intensive economic development, 


Besides enlarging its own raw material and energy base, industry is expected to 
reproduce its production means needed for its own development, at a nigher level 
of quality and technolorical effectiveness, while providing agriculture and the 
other economic sectors with machines, equipment and installations in keeping 
with the standards of the scientific-technical revolution. (m the basis of in- 
tensive development of industry in general and its processing sectors in parti- 
cular, manufacture of products on a high technical and qualitative level, and 
priority development of the highly technical sectors and subsectors brinring 
technical prorress, making the most efficient use of raw materials, energy re- 
sources and soclal labor, and making Romanian products more competitive un the 
foreifpn markets, industrial commodity production will show an averaye annual 
growth rate of 6-6.5 percent in the 1986-1990 Five-Year Plan. 


Tre machine building industry will be developed at an averaye annual yvrowth rate 
of 7-7.5 percent. It is indicative of the erphasis on intensive development 
that over 96 percent of the commodity output to be produced in 1990 will consist 
of new and redesigned products with technical and qualitative performances up to 
world standards. The emphasis upon development of the precision machine industry 
and production of robots and manipulators incorporating high-performance equip- 
ment and apparatus, technolorical equipment for advanced metallurrical proces- 
sing, and installations and equipment for the chemical industry, including low- 
tonnage chemistry, the construction materials industry, light industry and the 
food and refrigerating industry is indicative of the pronounced shift toward m- 
dernization of the technical base of the Romanian econony. 


The chemical industry will increase its output at an averare annual rate of 6&,5- 
9 percent, with priority on better processing of the raw materials. Major gains 
are specified in fine synthesis chemistry, low-tonnage products, ultrapure, semi- 
conductor and monocrystalline materials, highly pure reagents, and other pure 
substances. Setter processing of crude oil will be accentuated in order to 

raise the proportion of white products to 67-70 percent, 


The construction materials industry will be developed at an averare annual srowth 
rate of 5 percent. The light industry output will show an average annual rrowth 
rate of 5.5<5.8 percent in the next five-year plan, and the food industry output 
will log one of 6.5-6.8 percent, with emphasis on better use of domestic raw ma- 
terial resources. 


Further provision for intensive development and modernization of all arriculture 
ond the accelerated development of crop and livestock production are indicative 
of the definite continuation in the new five-year plan of the efforts to attain 
the goals of the new agrarian revolution that werv tet by Nicolae Ceausescu to 
eliminate the arricultural lags and to considernti’ increase the contribution of 
that basic sector to growth of the national income and to the Romanian people's 
prosperity. The rross arricultural output will have an average annual rrowth 
rate of 5.li-5.8 percent, and the net arricultural output will make more rapid 
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Alongside intensificd applied research and technological development, basic re- 
search in matheratics, physics, chemistry and biology will be expanded, and Ko- 
manian science will provide reserves of measures for long-range development of 
the econory and society as a whole and will play an active part in the progress 
of the world technicalescientific output. 


Important tasks are also assigned to research in the economic and social-politi- 
cal sciences, so that science, in addition to being a direct productive force, 
will also emerge in the next five-year plan as an effective instrument for sci- 
entific management and organization of all socioeconomic activity. 


In direct connection with the greater contribution of scientific research and 
promotion of technical progress in all areas of the national economy and society, 
the action of the qualitative factors of economic development is being intensi- 
fied. Nicolae Ceausescu says, "In the new stage we shall consider the period of 
extensive development over and resolutely begin intensive development of indus- 
try, agriculture and the other economic sectors." Romania's prorress very heav- 
ily depends upon the qualitative chanres in the factors for production and their 
more efficient use. 


To this end special emphasis will] be placed on substantial frowth of social la- 
bor productivity, which will produce about °5 percent of the vain in national 
incore for the five-year plan, Industria) labor productivity, determined on the 
basis of the commodity output, will lor an averare annual rrowth rate of 10 per- 
cent, so that it will be doubled in 1990 from 1980, and labor productivity in 
the construction sector is also to be doubled in 1990 from 1990, In the state 
ayricultural enterprises, labor productivity will show an averaye annual frowth 
rate of 6.5 percent in 1986-1990, and in transportation it will be i. percent 
in the railway sector and 5.9 percent in automotive transportation, 


Scientific research will make a major contribution to reduced consumption of raw 
materials, fuels and electric power, Thanks to improved manufacturing processes, 
energy consumption per unit of national income is to be reduced by more than 20 
percent in 1990 from 1935. Reducing the specific consumption and increasing the 
unit value of the products by improving their technical and qualitative perform- 
amces will rake a more pronounced increase in the degree of exploitation of the 
raw materials, materials, fuels and eneryy. Calculated on the basis of the ine 
dustrial commodity output, the exploitation indices will be raised by 25-27 per~ 
cent in 1990 from 1985. 


Steady promotion of technical prorress, improved technologies, lower specific 
consumption, more intensive exploitation of raw materials, assimilation of new 
products, etc. will considerably lessen the proportion of material outlays in 
the social product (down to 53 percent) in 1990. In fact, material outlays 

per 1,000 lei of commodity output will be considerably reduced in all years of 
the next five-year plan. In national industry those outlays are to be reduced 
by more than 80 lei and the total outlays by about 110 lei. Those are vital 
tasks to be considered minimal, as the party reneral secretary has pointed out. 
Their exemplary fulfillment requires preater responsibility of the enterprise 
collective manarement orrans for the complete and rerular implenentation of the 
planned finished production in accorlance with the demands of the domestic and 
foreipn markets, for application of a strict rerime of econory, for the most pro- 
ductive management of all funds, and for an efficient and hichly profitable acti- 
vity. 
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In close correlation with the foals and tasks set to increase material produc. 
tion, the party and its general secretary stress the need of further improving 
socioeconomic planning, management and organization and all social relations in 
keeping with the requirements of the new stage of Hormania's social developrent, 
consistent application of the principles of the new economic-financial mechanism 
and consolidation of workers self-management and economic-financial self-admin- 
istration. 
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SCOPE, IMPORTANCE OF NEW AGRARIAN REVOLUTION 
Bucharest ERA SOCIALISTA in Romanian No 17, 15 Sep 85 pp 3-12 


firticle by Univ Prof Dr Oprea Parpala: "Scope and Sirnificance of the Concept 
of the New Aprarian Revolution"7 


/Text7 Arriculture, the second basic sector of the Roranian economy, upon which 
the very development of industry and the whole national economy as well as the 
entire people's rreater rood depend, has entered into a new stare of qualitative 
development to be characterized by an arricultural output that can fully meet 

the entire people's consumer needs as well as other requirements of Romania's 
economic development. The RCP and its reneral secretary Nicolae Ceausescu rerard 
this new stare in modernization of Nomanian arriculture characterized by pgeneral- 
ized intensive development of arricultural production, which was inaugurated in 
1965 after the Ninth Party Conrress, as the expression of a new agrarian revolu- 
tion. The place and role of the new stratecy in the RCP's arrarian policy are 
illustrated by the fact that according to the views in the Report to the 13th 
Party Congress, in agriculture "The main objective will be implementation of the 
new arrarian revolution." 








An Objective Necessity 


Implementation of the new arrarian revolution is an objective necessity imposed 
by the demands of the new stage of Romania's socioeconomic development and by 
the aims and tasks of successful construction of the fully developed socialist 
society and of Romania's rise to a higher level of progress and civilization. 
The new agrarian revolution is expected to overcome some contradictions that 
have arisen in the process of Romania's economic growth in the years of 
socialism, contradictions very clearly indicated by Nicolae Ceausescu in his Re- 
port to the National Party Conference in December 1982. The most important of 
these is the contradiction between the levels of production and consumption of 
arricultural food products. The increase in the rross arricultural output by 
about 3.7 times (at an averare annual rate of percent) in the 1950-1983 peri- 
od places Romania among the countries with the most dynamic arriculture and with 
the preatest per capita food reserves in terms of calories. But the population 
and especially the per capita cash incomes as well as the per capita consumption 
of apricultural products (especially animal products, the increase of which 











requires a growing volume of vegetal raw material) increased faster, causing a 
contradiction between the demand and supply of agricultural products, both of 
which were increasing. Therefore an intensive increase in agricultural produc- 
tion (while providing for a rational co:.sumption of agricultural food products 
in accordance with the Program for Scientific Alimentation and the Progran for 
Regional Self-Supply of Food) by revolutionizing the productive forces of argri- 
culture is the only way to make the necessary correlation between production and 
consurption of agricultural products. 


The contradiction between more intensive development of industry and slower de- 
velopment of agriculture, which also retards elimination of the essential differ- 
ences between city and village, is on another level, although it is decreasing 
in intensity. This contradiction takes the form of the differences in fixed as- 
sets, investments, groos output and net output per person employed in industry 
and in agriculture. These discrepancies in technical equipment of labor and in 
level of labor productivity also cause discrepancies in incomes per employed per- 
son, while leveling (to the point of equalizing) of living sz«i working conditions, 
in cities and villages, of the working class and the cooperative peasantry re- 
quires accelerated agricultural modernization and definite promotion of the la- 
test advances of the contemporary scientific-technical revolution in this basic 
sector as well. That is why the Directives of the 13th RCP Conyress make "an 
optimal ratio between industry and agricultvre” a first condition for the fur- 
ther all-aroun! progress of the Romanian economy as a whole. 


No less important is the need to increase agriculture's contribution to rrowth 
of the national income and national wealth. In reconsidering the place and role 
of agriculture in the Romanian economy in his Report to the Ninth Party Congress, 
Nicolae Ceausescu considered it capable of "an increasing contribution to natlo- 
nal progress and to the people's greater good" and recommended "more attention 
to agricultural development and increased crop and livestock production.” 


Consistent pursuit of that aim increased the national income from agriculture 
by 42 percent in the 1965-1983 period. Yet Romanian agriculture has far greater 
possibilities, especially under circumstances where it is characteristic of it 
to obtain the same gross output with lower material outlays. In 1993, for exan- 
ple, 1,000 lei of gross output cost agriculture 573 lei in material outlays 
(still high to be sure) compared with 656 lei in industry and 675 le! in con- 
struction. Intensive growth of agricultural production depends upon quantita- 
tive and qualitative development of the productive forces in agriculture with 
continuing improvement of social and production relations. Accordingly the Di- 
rectives of the 13th RCP Congress call for an increasing contribution of arri- 
culture to the national income and to the general progress of Romanian society. 


A certain contradiction between development of the productive forces and level 
of occupational training and also of socialist awareness has appeared and be- 
come increasingly apparent in agriculture more than any other sector of the na- 
tional economy. The fact is that, although the level of technical equipment of 
of agricultural labor in the developed countries has not been reached, technical 
progress has overtaken the quality of the labor force in agriculture, judged by 
the composite criterion of age and sex structure as well as that of occupational 
training. The heavy mirration of the more capable and trained peasant elements 
to the nonagricultural sectors led not only to an absolute reduction of the 














agricultural labor force (by about 2.5 million persons in 1965-1953, so that a;- 
riculture's share in the country's erployed population dropped from 56.5 to 28.9 
percent) but also to a certain deterioration in its structure due to increased 
aging and feminization, which lowered its nominal potential. 


Moreover the training of 100,000 machine operators and several hundred thousand 
apricultural workers by mass agrozootechnical education coul! not always keep vu 
with the rate demanded by technical-econonic prorress in ayriculture. Therefore, 
while keeping a relatively larve share of the labor force in arriculture (27 per- 
cent of the employed population, which will amount to more than 3.1 million per- 
sons by 1990, or about 100,000 more than in 1953), the Directives of the 13th 
RCP Conrress stress the need of improvement as well in the age structure of the 
population active in this sector. Occupational training will be improved by 
training 590,000 persons qualified for agriculture and by organizing some poly- 
technic education to teach several trades per person ‘absolutely necessary in 
order to cope with the seasonal nature of arricultural work), which will be 
Closely interrated with production and research. 


The need of the new arrarian revolution is also dictated by arriculture's in- 
creased contribution to Romania's balance of foreirn payments through formation 
of greater surpluses for international economic exchenpes, as one of the basic 
policies for economic development in the 19°6-1990 Five-Year Plan. 


Components of the Concept of the New Arrarian Revolution 


Nicolae Ceausescu played a telling role in developing the concept of the new 
agrarian revolution according to the requirements of the new stare cf the Homan- 
ian economy's development. Throughout 70 years he made an intensive creative ef- 
fort to base this new concept on socialist revolutionary theory and practice. 

It is to his credit, in revolutionary thought,to have determined the ratio be- 
tween the socialist agrarian revolution and agricultural modernization. As we 
know, after a long and persevering effort on the part of the RCP the processes 
of cooperativization of Romanian agriculture and radical reform of rural produc- 
tion relations was completed in the spring of 1962, an’ the final victory of so- 
cialism throughout the entire national econory was assured, In stressing the 
historic importance of these processes, Nicolae Ceausescu mentioned in his speech 
to the Plenum of the RCP Central Committee of 11-1? November 1965 that "Apricul- 
tural cooperativization has opened up broad prospects for exploiting these condi- 
tions and possibilities for rural social an! economic development and for improv- 
ing the peasants' living conditions.” 


One of the vital problems of contemporary civilization is increased ayricultu- 
ral production, without which no rerular social progress is conceivable. Put 
change alone of rural production relations, *ven though it is revolutionary, 
does not solve that problem automatically. In his speech of 7 March 1946 at the 
Conpress of CAP's ricultural Cooperatives7, President Nicolae Ceausescu clear- 
ly formulated the principle, of outstanding theoretical and ;7actical importance 
to the future of Romanian agriculture, that socialist cooperativization does not 
automatically enhance agriculture, production and the peasants' welfare. Attain- 
ment of that end, the main goal of the agrarian policy of the working class and 
its revolutionary party, requires great and regular material and organizational 
efforts by the socialist state and the peasantry as well as investment of larre 
funis in development of the technical-material base of a, siculture. 




















In developing this idea in his address to the Second Congress of the UNcAP /Na- 
tional Union of CaP's/, the party general secretary said that the socialist 
arrarian revolution and agricultural cooperativization do not and cannot autom- 
tically solve the problems of development and modernization of agricultural pro- 
duction. They only create the social and organizational base needed to carry out 
that purpose. An intensive, highly productive agriculture, which is an cbjective 
necessity for socialist construction, requires sustained efforts to develop the 
technical-material base of that sector, investments, and also a constant effort 
to organize labor and production rationally and to apply the gains of advanced 
agrozootechnical science to production. 


Critical and responsible analysis of world practice and Romania's own experience 
leads to the conclusion that the only way to increase production and labor pro- 
ductivity is to apply advanced science and technology on a wide scale and to use 
the modern means of labor that can increasingly influence the natural factors of 
the agricultural production process. In President Nicolae Ceausescu's innovating 
view, “Formation of a strong technical-material base is the essential factor that 
determines exploitation of the huge reserves in Romanian socialist agriculture 

to obtain high crop and livestock yields." 


Therefore in the period following the Ninth Party Congress ayriculture was allo- 
cated increasing investment funds, the machine and tractor park was increased, 
the irrigated and improved areas were expanded, the livestock numbers were en- 
larged, the plant and animal genetic stock was improved, the volume of chenical 
fertilizers was increased, etc. All these ¢ ntitative accumulations made it 
not only possible but even necessary to shift to a new quality in agriculture 
by carrying out what Nicolae Ceausescu called a "new and radical ayrarian revo- 
lution.” In his speech at the Second Congress of Management Councils of the So- 
cialist Agricultural Units and the Entire Peasantry on 15 February 1951, the RCP 
secretary general developed the concept of a new agrarian revolution, stating its 
scope and socioeconomic effects, namely production, labor productivity, techni- 
cal level, economic effectiveness, and the general social activity in the vil- 
lages of Romania. 


In the Report to the 13th Party Congress the concept of the new agrarian revolu- 
tion acquired a more comprehensive content, being defined as “the reneral reform 
of the Romanian cooperative peasantry's way of working, living and thinking and 
achievement of an agricultural output that will fully meet the entire people's 
consumer needs as well as other requirements of national economic development." 


Now the general reform of "the Romanian cooperative peasantry's way of working, 
living and thinking" and especially the achievement of an arricultural output 
that will fully meet the needs of all Romanian society require a comprehensive 
and unprecedented development of the productive forces in agriculture. But that 
of course does not mean lags in socialist production relations in the villages, 
the development of which, by means of the levers of the economic mechanism based 
on self-management, economic self-administration, and regional self-supply, must 
always be correlated with the evolution of the productive forces in agriculture. 
In this context, the rural workers' thorough occupational, political and revolu- 


tionary training has a place apart. 














Policies of the New Agrarian Revolution-- Aims and Tasks 


As outlined by Nicolae Ceausescu, the general aims of the new arrarian revolution 
are intensive development of production, record harvests over increasingly large 
areas, and a resulting increase in agriculture's contribution to national deve- 
lopment. But intensive arriculture over the whole area and in all activities re- 
quires a new mod= of thought and action. To be a revolutionary in arriculture, 
as for that matter in any field, means abandoning the old, outmoded technologies 
and the old attitudes and making a new arriculture with new technolories. 


Accordingly the new arrarian revolution is based upon the technolorical revolu- 
tion which, under the particular conditions of Romanian arriculture, mainly takes 
the form of a vast and comprehensive program for land improvement (chiefly irri- 
gation and diking projects) that can lead to large and stable annual harvests. 
By 1990 2.5 million more hectares are to be improved for irriyation, drainage 
and otier land improvement protects are to be implemented on about 2 million hec- 
tares, and better systenization and organization of the territory is to be ar- 
ranged,in order to make proper use of the entire area as an essential for obtain- 
ing large and stable harvests. 


The new agrarian revolution is primarily a revolution in the cooperative peasants’ 
thinking and a revolution in regard to modernization of Roranian agriculture. 

The concept of modern agriculture does not necessarily rean promotion of enerygy- 
consuming technologies. Modern agriculture does not absolutely necessitate an 
expensive agriculture. In the last analysis, to accomplish the agrarian revolu- 
tion means to obtein more with less inputs, to obtain two ears of wheat or anoth- 
er plant with an energy input with which Sust one used to be obtained. Such an 
option is also favored by the broad range of procedures offered by the conterpo- 
rary technical-scientific revolution in agriculture. 





According to the directions in the party documents, scientific agricultural] re- 
search is expected to take the lead in modernization of Romanian agriculture. 
First it is necessary, of course, to raise the coefficient of conversion of solar 
energy and the material resources (econordcally of course) and to develop new 
plant hybrids or new livestock breeds that will yield products of better quality 
in order to enhance labor productivity and economic effectiveness in agriculture 
thereby. Scientific research is expected to take the necessary leap from the 
traditional, erpirical methods to frenetic engineering. Only then can we speak 
of a revolution in scientific research corparable to the one that is bringing 
the developed countries freat gains in productivity per hectare without commen- 
surate energy inputs. 





We think the new conditions cal] for reconsideration of the concept of arricul- 
ture as a source of energy. It is well known that agriculture is the only sec- 
tor of material production that accurmlates solar energy (like self-sown plants). 
The permanence and inexhaustibility of solar energy lend agriculture the same 
qualities. Sut the second aspect of the concept “agriculture as a traditional 
energy source" must also be expolited for its own energy consuwption by recycling 
secondary products or wastes (Under Romanian conditions we exclude use of the 
agricultural products themselves to obtain fuel). When we add to this the ani- 
mal energy necessary (in every agricultural unit) to a certain extent even on 

a high level of agricultural mechanization, arriculture's energy role is expanded. 











Zecent exper. cr.ce also cali for revolutionizis the concept i arricultural moe 
wizgation not only quantitative): mn that the present number of tractors car 
mechanize all agricultural o; erats ms if they are used properly) but especially 
qualitatively: neither large "mastodon” tractors nor “pocket” tractors but ir 
provement, particularly by reducing the fue] consurption, of the ©5 horsepower 
tractor, supplemented in rational proportions by tractors with ereater or less 
power as necced; ceneralication of combines and formation of asserblies of ma- 


chines to perform several] operations at a single “pass,” thus reducing the speci- 


I f.. ° Pe) consurmrtion, 4 eo 
We also consider it sipynmificant that the narrow concent of "arricultural chemiza- 
tion” has been replaced ir the party nat of 


: at of “soil fertilization,” 
which is much broacer and more suited to the possibilities and foals of the arra- 
rian revolution. t is difficult to imayine that in the present worldwide ener- 
cy crisis we could consume as much cherical fertilizers per hectare as the deve 
loped countries do. A 2UO ke doge of nitrorenous fertilirvers per hectare alone 
would be equivalent te 00 kg of gasoline, and the annual consumption for the 
10 million hectares of arable — woula be equivelent to at least 4 million 

tons of gasolinel Accordingly other recovrces are becorning incre.singly irgore 
tant with a certain increase in Gnnen tion of chemical fertilizers, such as ore 
garic and green fertilizers, expansion ol areas planted in crain lerumes and 
plants drawing nitrorpen from the air (soybeans and kidney beans, but also recone 
sideration of peas, lentils, broad beans etes), peneralization of crop rotations 


4 
based upon a proper rotation of the crops, etc. 


in crops to plants vewing nitroyen wil) 
: evolution in this field. Coz ler the effect 
of such a revolutionary biclo;ical measure in an apriculture wherein two-thirds 
of the arable area is occupied bread Se course the panoply of these 
revolutionary “weapons” can be supplemented with biolorical pest control with 
all of its good effects. 
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nquestionably the conversion of all rra 
be the hich point of the arrar r 


Some new problems are also arising ir connection with the evolution of livestock 
production. it ig true that the specific enerry consumption in raising chickens 
ami poultry is less than in raising cattle and sheep for meat, which has coused 
the creat expansion of combines of the industrial type for the first two species. 
Mut while hor and poultry breeding te based svlely wpon rrain fodders in competie 
tion with human alirentation, catlle anid sheep breeding makes use of veretal 
enermy resourses inedible by man. ence the warranted erphasis upon inmprovenent 
of the 4 million hectares and more of natural pastures and hayfields in Romania, 
a fact which, at a given point, could pernit priority production of beef and mt- 
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ton, weich is the est rewarded on the world market 
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Sconomic Levers as Active Factors in the New Arvrarian Revolution 


The policy of aNVOSTING in technical and technological modernization of acricul- 
ture is of primary importance in the new avrarian revolution. Accordingly in the 
19%6-1990 period over 22 billion lei are allocated to agricultural Pate 

and to the Prorram for Land Improvement and Comilete Mechanization of Arpricultue 


ral Operations. 


Complete and intensive use of every square meter of land, the main production 
means in agricul*‘ure and an essential and irrepi 


ceable component of the 

















national wealth. The yields per hectare camnot be greatly increased without 
conservation and improvement of the productive potential of the soil, which are 
a civic duty regardless of the form of owership of the land. The RCP and its 
general secretary have repeatedly pointed out that regardless of the owner the 
land is a possession of the entire nation and is to be entrusted only to those 
who work it efficiently. 


In view of the scientific-technical nature of the new arrarian revolution, scien- 
tific arricultural research has an imporiant part to play in inplementing it as 

a factor for introduction of the disciplines of the conterporary biological re- 
volution into production, without which neither the productive capacity of the 
Romanian soils nor the material resources invested in them can be fully exploited. 
Science's role in the new arrarian revolution is enhanced by production and sup- 
ply of seeds of highly productive varieties, improvement and development of new 
breeds of livestock, ard development of technologies suited to the soil, the 
plant or the category of livestock. 


It is a most urrent objective in this field to consolidate and seneralize in pro- 
duction the previous food results, the varieties, hyvrids and indigenous live- 
stock breeds, which have already permitted better yields per hectare or per nead 
of livestock (12,000-15,000 kg of grain corn, 7,000-°,000 kg of wheat, 8,000- 
10,000 liters of milk, 10-1? kg of wool, etc.). Meanwhile the aijs of the new 
agrarian revolution more scientific research work on the level of world genetic 
engineering in order to develop new varieties or hybrids of plants resistant to 
diseases and frost that will crow at lower temperatures, resist a longer period 
of drought, and grow for a shorter time (so that two crops can be planted a year). 


The important results already obtained and the forces we have demonstrate that 
agricultural science can and must play an increasingly important part in the new 
revolution. To this end it is essential to promote a more intensive working 
spirit (in order to reduce the time of research and application of the research 
results to production from several years to just 1 year or two at most) and a 
more sevolutionary one, attacking the problems more boldly and making all kinds 
of attempts to find the optimal variant. A closer collaboration of research with 
production that can also help stimulate the revolutionary spirit in science is 
also needed, since it is known that the record yields of corn and wheat were 
first obtained in production (with biologic stock developed by research). As ‘he 
party teaches us, it is only throveh the union of research with production, edu- 
cation and the practice] labor of all workers in arriculture that a leap in agri- 
cultura] science as well as one in increased arricultural production can be se- 
cured, 


The individual is still the most important "lever" in the complex and lengthy 
process of accorplishing the new agrarian revolution. Note that the agricultu- 
ral workers have attained a level of culture and knowledge that pernits 

their occupational training up to the standard required for good implementation 
of the new agrarian revolution. Therefore in addition to recruiting manpower for 
the labor force and stabilizing it, especially in zootechnology (through recove- 
ry by youth of their love of animal breeding), it is of the greatest importance 
and urgency to raise the professional level of all those who work in and for ag- 
riculture by improving all forms of agricultural education in clese connection 
with the experience and practice of Romanian agriculture. 














Preparation of personnel with higher education through closer correlation of 
education with productiun and research is expected to secure their hiring immedi- 
ately upon graduation from college. Technical and technological progress, 
imposed by the revolutionizing of the technical-rmaterial base of arriculture, 
requires improvement of the occupavional training of the machine operators, ar- 
ricultural workers, and all the peasants, and that requires constant improvement 
of occupational and technical training, mass arrozootechnical education, quali- 
fication and requalification, including requalification and development of the 
knowledge of specialists in all fields. 


Of course the normal and efficient operation of all these levers of scientific 
management depends upon the material incentive. As regards remuneration for 
work, consistent application of the socialist principles of remuneration coordi- 
nates every cooperative member's incomes with the work performed and the output 
obtained. The overall contract system fuarantees every cooperative member, work- 
er and agricultural specialist the right and the opportunity to work, while the 
income of each will be in accord with the work performed and the outout obtained. 
No one's income from work is limited, a principle intenided to encourage maximal 
exploitation of the resources for production in agriculture. 


The IAS's have an important role in the new agrarian revolution, and they are ex- 
pected to perform their avant-garde function in agriculture more actively. Eli- 
mination of the routine and conservatism in the thinking and activity of some 
workers and specialists in IAS's and better use of the production resources 
(land, material rsources etc.) they have can make a turning point in the IAS's 
activity that will place them in the first ranks of the new araraian revolution 
and the struggle for an advanced agriculture. 


Improvenent of the activity in all CAP's through generalization of the advanced 
experience of the leading units and close collaboration, based on competition, 

with the IAS's, while the SMA's /Arricultural Mechanization Stations/ will per- 
form their role as well as possible, can help to transform them into effective 

economic units and staunch promoters of the new arrarian revolution. 


The RCP and Nicolae Ceausescu do not regard the new arrarian revolution as a bu- 
reaucratic under‘aking or the pregopative of a limited circle of initiates. Like 
any revolution, it is based upon the creative power of the masses of workers in 
agriculture. But as a revolution going on within the socialist production rela- 
tions, wherein the state of workers revolutionary democracy is playing its vital 
role more and more effectively, it requires mobilization of all the organs and 
bodies that make up the administrative system of the Romanian socialist democra- 
cy. In this connection the party is emphasizing the necessity of developing the 
role and improving the activity of the state and cooperative unified arroindus- 
trial councils, the management councils in IAS's, SMA's and CAP's, the general 
assemblies of workers and cooperative members, the people's councils, the regio- 
nal state organs for agricultural management, and up to the Ministry of Agricul- 
ture and the Food Industry. 


The party organs and organizations in agriculture have a vital part to play. The 
very role of party leader in arriculture will take the form of implementing the 
programs for agricultural development and the new arrarian revolution. 
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EXPORT OUTLOOK FOR 1986; NEW MEASURES NEEDED 
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[Article by S. Zdravkovic: “Optimism Waning as Year End Approaches"] 
P PI 


[Excerpt] Larger Exports Are Expected at the Beginning of 1986 


The long-term forecasts on the development of exports given tor the first 
quarter of next year contain somewhat more optimism about exports. However, 
one can conclude from them that a certain restructuring of exports is antici- 
pated, since manufacturers of equipment and production supplies expect in- 
creased sales on the foreign market. At the same time a slowing down of the 
inflow of orders for exports in the last months of this year, which will have 
an impact on export results in early 1986, is anticipated by organizations of 
associated labor producing consumer goods. Although it is not customary, or- 
ganizations of associated labor in ferrous metallurgy, the nonmetallic miner- 
als industry and building materials industry are even now announcing a dropott 
of exports for the period January-March of next year. High optimism about ex- 
ports is being expressed mostly by organizations in those branches of industry 
which usually have not been steady large exporters (the manufacturing sector 
of the chemical industry, the paper industry, and then tobacco and food pro- 
cessing), while producers in the metals, wood and electrical complexes and in 
nonferrous metallurgy look upon long-term prospects for exports with more re- 
serve. Nevertheless, it should be added that as business executives see it 
exports call for a certain reserve at the outset of 1986, mainly because of 
unfamiliarity with the statutes that will be in effect in that period and 
which, according to past experience, may be an impediment to the development 
of sales on foreign markets. 


More Plans of Desires Than of Possibilities 


As can be seen, in the remaining months of 1985 there most probably will not 
be any very significant restructuring of exports. That is why visible exports 
will in terms of structure remain unfavorable in 1985, with the dominant share 
of production supplies. The checks on imports, which so far this year have 
most frequently taken the form of frequent amendments of regulations governing 
foreign trade transactions, and then the absence of lasting solutions tor 
keeping pace with present-day technological development, the absence of a uni- 
fied strategy and organization for efforts on foreign markets, expensive 




















imports of raw materials because of the accelerated drop in the dinar's for- 
eign rate of exchange and the high domestic inflation, inadequate and unselec- 
tive stimulation of exports of products based on the amount of processing, in- 
adequate selectivity of credit policy with respect to interest rates and re- 
payment terms, disparities between export prices and import prices (to the 
detriment of exports) and lack of synchronization between the policy governing 
the dinar's rate of exchange and the policy of duty refunds and incentives, 
and also the drop in the number of other instruments aimed at promoting ex- 
ports, have resulted in nonfulfillment of the programmed growth of exports, 
yet because they have an extended effect by their nature these factors will 
inevitably also have an adverse effect on results in the coming period. When 
we add to this that the efforts of Yugoslav exporters on world markets are ac- 
companied by several specific problems which arise both out of our own short- 
comings and the measures being taken by most countries to protect their own 
production, it turns out that the growth of exports planned for this year was 
more in line with desires than with the actual potential for achievement. For 
example, while the need for larger exports to the convertible area is con- 
Sstantly urged, there has been a reduction of the assortment and quality of our 
goods offered on those markets. At the same time, the financial difficulties 
of the developing countries, but also our own shortcomings, which are mani- 
fested in the impossibility of importing goods promptly fiom those countries 
(petroleum and petroleum products above all), have been influencing the volume 
of trade and a drop in Yugoslav exports. 


Trends of Exports and the Inflow of Export Orders 























Exports Inflow of Export Orders 

(Jun-Jul)* at End of June (Z)** 
Indicator 1984 1985 1984 1985 
Tccal 105 106 10 76 14 23. 67 10 
Machines and equipment 11] 130 ] 98 l 9 72 10 
Production supplies 83 102 i8 «71 1] 17 77 6 
Consumer goods 110 103 50 349 ] 19 78 3 


Anticipated Iintlow of Ex- Anticipated Inflow of Ex- 
port Orders (7), Jun-Aug port Orders (7), Jun-Dec 























1984 1985 1984 1985 
indicator a ak oe oe ae on aha ae ab oe on 
Total 31 56 13 32 48 20 21 67 12 23 70 7 
Machines and equipment 1 98 Ii 10 74 17 84 15 15 74 10 
Production supplies 25 70 5 16 75 9 32 62 6 17 77 6 
Consumer goods 47 649 6 20 78 2 13 49 38 13 74 13 





® Index numbers, previous year = 100, 
xk Given according to the results of KT ZIT [KT unknown; ZIT = Institute for 
Market Research]. 


In trade with the socialist countries, on the other hand, there has been a ma- 
jor problem in that we were unable to discharge on time our obligations under 
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long-term commodity lists, which pertain to exports of goods which are short 
on the domestic markct, so that foreign trading partners made those deliveries 
contingent upon the sale of our other products, and the absence of a real rate 
of exchange of the clearing dollar is also making it more and more difficult 
to step up exports to the countries of that region. 


New Uffensive Measures Are Needed 


If exports up to the end of the year are to hold at least the rate of growth 
alreaay achieved in the context of these and other problems, new offensive 
measures will have to be undertaken in the conduct of export policy. Their 
effect must begin immediately upon application, since otherwise there will be 
a slowing down of exports, and even the estimates of business executives con- 
cerning the future foreign demand will prove unrealistic. 


First of all, the process of deterioration of the price competitiveness of Yu- 
goslav exports on the world market has to be stopped, which is why there is a 
need to guarantee synchronized conduct of the policy of the dinar's rate of 
exchange and the policy of export drawbacks and incentives. The real rate ot 
exchange of the dinar must be an authentic motivation for larger exports, and 
accordingly the adjustment to leading world currencies cannot be done quar- 
terly, but must be done monthly. The level of the interest on credits tor 
preparation of exports and for exporting must be stimulative, rather than act 
as a disincentive, which is now the case because of domestic intlation and its 
automatic growth. In addition, there is a need to be taster in spelling out 
special measures to promote economic cooperation with the developing countries 
which the Federal Executive Council has adopted and without which cooperation 
with those countries will continue to drop off. 


In the interest of a more lasting growth of exports to the markets of the ad- 
vanced countries organizations of associated labor in the economy must be 
stimulated to pay greater attention to the quality and assortment of their ot- 
fering and to other nonprice factors on that market, since most often these 
are the reasons given as the cause for giving up or declining to purchase our 
products. In order to increase sales of goods to the socialist countries 
there must be emphasis on overcoming the problems indicated (rates of exchange 
in bilateral agreements, deliveries of scarce products) through greater export 
discipline and timely decisions to change the rates of exchange in effect in 
bilateral agreements. 





Along with the measures mentioned, others must also be set in motion whose 
proposal and enactment should be an ongoing task of public entities which have 
an influence over the quality of export results. 


The adverse trends in world trade (especially compared to those of 1984) which 
are anticipated up to the end of this year and in coming years would be offset 
if more effective measures were taken to augment exports. Since Yugoslavia is 
one of the marginal world exporters, it is inevitable that it bear the conse- 
quences of a slowdown in the growth of world trade, and therefore we must an- 
ticipate a softening of exports with our own export incentives. Otherwise 
there will be a constant repetition of the situation where the exports planned 
are at a considerably higher level than what is achieved, which is especial! ly 
unfavorable in the context of the renewed growth of the foreign debt on the 
basis of disparity between this year's visible imports and visible exports. 
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LJUBLJANA PROFESSOR DISCUSSES YUGOSLAV TECHNOLOGICAL LAG 
Belgrade INTERVJU in Serbo-Croatian 27 Sep 85 pp 20-23 


{Interview with Dr Janez Jerovsek, full professor in the School of Sociology, 
Political Science and Journalism of Ljubljana University, by Grujica Dugalic: 
"Tesla Could Not Have Been a Manager"; date and place not given] 


[Text] Janez Jerovsek, full professor in the School of Sociology, Political 
Science and Journalism of Ljubljana University, is one of the most persistent 
Yugoslav sociologists in arguing that science has been systemically and sys- 
tematically ghettoized (isolated) in our society. Because of the tragic con- 
sequences of this process the country is in fetters at the bottom of the Euro- 
pean ladder, and there are very little prospects of any very essential change. 
The only hope of moving forward is to liberate intellectual and work potential. 
"We have had all manner of campaigns," Dr Jerovsek warned back 3 years ago, 
"but we have not yet had a campaign or a search for competent people. This is 
a more urgent matter today than ever before." 


[Question] Time is on the side of only those who go out to meet it. Yet we 
are not doing that. Yugoslavia's technological lag behind the advanced coun- 
tries is ever more obvious. Is the day drawing near when we will fall not 
only into debtors’ enslavement, but also technological slavery? 


[Answer] Yugoslavia's technological lag behind the advanced world is at least 
30 years. The most fateful thing is that that lag is increasing, the scissors 
are opening up, not closing. This means that our products will be still 
cheaper on world markets, and we will be paying still higher prices for im- 
ports. Our position in world trade will deteriorate. We have come to the 
point of exporting 70 percent of our products to the convertible market at a 
loss! 


We are manufacturing only 20 percent of our output on the basis of our own 
know-how. According to one survey, that share has dropped to only 7 percent. 
Sur productivity has for years been “sticking” at zero, while in the advanced 
countries it has been growing at 2 percent, in Japan 6 percent, and in the in- 
dustry which has been dubbed "high technology" a rate of even 20 percent is 
being achieved. In one of Volkswagen's plants, "Plant 45," productivity has 
risen more than 1,000 percent.... 
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[Question] And what is our role in world know-how? 


{Answer} Our role is negligible. Since 1968 the number of patent applica- 
tions filed has been dropping steadily (from 180 to 46 in 1983). How cata- 
strophic Yugoslavia's lag in this area is can be seen from the figure that in 
Japan there are 330 patent applications per million inhabitants, while in our 
country only 2! 


[Question] The results of an international survey show that the share of edu- 
cation and knowledge ir the growth of Yugoslavia's social product is among the 
lowest among the 65 countries studied. Why is that the case? 


{Answer} In order to answer your question I will first refer to several so- 
ciological indicators taat determine the situation in the innovation field. 


First, in our society there is a lack of mutual trust. Work organizations do 
not have confidence in the government, the government does not have confidence 
in the work organizations (if they did, there would not have been such an out- 
pouring of laws to determine even insignificant steps in the behavior of work 
organizations). Nor do work organizations have confidence in one another, 
which cannot be expiained on psychological grounds, but only on grounds re- 
lated to the system. In a market system those who violate regulations are 
punished. The Japanese economy does not have inventories, confidence in that 
system is absolute. The less contidence there is, the higher are the costs; 
everyone has to assume that the other person may not honor the contract. This 
results in utter entropy; we are radiating an immense amount of energy into 
the void. How can those who are capable of pulling the economy forward be- 
lieve in the system and its creators when not so long ago they proposed that a 
tax of 50 percent be put on income from innovations and patents, and that in a 
situation when there are practically no innovations? 





Second, there is rather widespread apathy in society. People are preparing 
themselves mentally for a further deterioration of the economic system and a 
further decline in the standard of living. And that is not a situation favor- 
able to innovations, nor can it be. 


Third, that vital value system does not exist which has been shown by socio- 
logical research to significantly intluence the level of economic development 
and innovation. Individuals do not have the feeling that they have achieved 
something and that they can achieve something. Social psychology speaks in 
terms of self-realization. It would be a mistake to say that our people do 
not have in their makeup the ambition to achieve something on an individual 
basis. On the contrary. And this can best be seen by their results when they 
go abroad to work. Unfortunately, both our macrosystem and microsysetm do 
more to encourage an individual to build villas, to buy speedboats and the 
like than to concern himself with innovations. 


Fourth, innovativeness requires a certain level of elitism, while in our coun- 
try the average is the dominant value orientation. Because of the pronounced 

egalitarian syndrome there is a constant fight against elitism, so that elites 
of competent and specialized teams cannot be created. Increasing the number 
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innovations also means having elite high schools, elite universities, whic 
heen retained even in the Soviet Union, elitc manaxzement schoc’s tor the 
lemental education of our personnel.... 


Th hinese are .etting up their schools after the mode! ot the Harvard busi- 

¢ School, and American protessors are teaching in them. the program ot 

study takes 4 years, and the last semester is spent in the United States. The 
rians are sending their experts to international management schools in 
Tnevy supplement their knowledge through seminars lasting several weeks. 


igers do not go anywhere, and we lack any real schools in the country. 
loday we need a “management” which is capable of creating futurological vi- 
sions. They are not torthcoming without the most up-to-date technological and 
rketine knowledge, and that is knowledge which we all lack, since we do not 
have enough literature nor enough communications with the advanced world. 


(Question) Knowledge is always faltering on the list of priorities of the po- 
litical bureaucracy. Following World War 11, indeed even in the time of Yugo- 
slavia's economic blockade, drugs and specialized books had priority on the 
list ot imports. Today, unfortunately, even minimal resources cannot be set 
iside to import specialized Literature and journals. The tinancial potential 
of science ‘s what it was 20 years ago. How do the advanced countries go 
about it? 


Answer} In answer to your question I will merely reter to the example of 
frankturt. There are 130 Japanese enterprises located in that city, and the 
number is growing steadily. Of the 319 banks 212 are toreign. Passenger 
tratiic through Frankfurt Airport last year was 19 million, including more 
than 13 million foreign passengers. It has 55 consulates and 39 trade mis- 

ms and 25 cultural missions. All of these institutions are the material 
toundation for an overflow of ideas, knowledge and innovations. 


uu mentioned the constant pauperization of science. Money is not the great- 
est obstacle to innovations. In my opinion they are the blockades that exist 
it the micro- and macrolevel. It is rightly pointed out that we set aside 
very little for science, less than | percent of the social product. If those 
investments were doubled, tripled, and everything else remained unchanged, the 
ettect wouid not be in proper proportion. 


\Question| What are the strongest blockades at the macro level? 


Answer Inflation is one of the most important obstacles to innovation. 

when you have a high rate of inflation, then there is no innovation that would 
pay ott. Raising prices brings much higher earnings than any innovation. 

shen we had an inflation at 54 percent, we were ninth in the world with re- 
spect to the level of the rate of inflation. Since then we have “moved up." 


Second, innovation is also hindered by the inappropriate size of work organi- 
zations. We do not have large systems, and for all practical purposes we do 
not have small ones either. Our work organizations strongly resemble in their 
size those in the countries of real socialism. Large systems are extremely 
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important to research work. If we take certain small countries such as Hol- 
land, Switzerland, and Sweden, they have Philips, Nestle, and Volvo. Those 
large systems export as much as 70 percent of their output. We do not have 
those large systems, and we have not been achieving economy of scale. On the 
basis of the indicators used to measure the level of concentration of the 
economy, ours is the most tragmented in Europe. 


Small organizations are needed as accessories to the large systems. In West 
Germany 36,000 new enterprises came into being last year. In the last 2 years 
5 million new jobs have been opened in the United States, mainly in small new 
enterprises. At the same time over the last 3 years the 500 largest American 
firms cut back their labor force by 3 million, in western Europe there has 
been approximately the same absolute decrease in the large concerns over the 
last 10 years or so. The trend is evident--the large enterprises are undergo- 
ing technological revitalization as they augment production with a smaller la- 
bor force. This operates like a technological imperative. The small enter- 
prises are absorbing much of the manpower. The governments are encouraging 
the opening of small enterprises. 


[Question] Why has our situation been “in mothballs" for years now? 


[Answer] It has been said that in Yugoslavia it is not good to be too big, 
since then you lose autonomy, but neither is it good to be too small, since 
those who are small do not have enough political power. There is evidence ot! 
this in the fact that the large ones always find it easier to raise prices and 
obtain a number of other economic privileges. 


Innovations are possible only if we restructure the economy and revitalize its 
technology. A propensity toward subsidies prevents that. So long as the 
economy is subsidized, there can hardly be any talk about the operation of 
market parameters. Our system is a system in which the economy is administra- 
tively regulated and in which there are certain elements of the market. What 
we need is a policy that is expressly aimed at reducing subsidies. For a long 
time now we have been saying that we cannot go on artificially resuscitating 
inefficient economic organizations, but the courage is lacking for decisive 
steps. Even in the advanced countries the government faces the problems of 
subsidies. But economies in which the per capita output is larger than 
$10,000 do not feel that so severely as does ours. Aleksandar Bajt is always 
arguing that the beneficiaries of certain subsidies (rent, for example) are 
those strata which in terms of social welfare are the best off. The system ot 
nonmarket prices even of the factors of production also represents a certain 
form of subsidies. OECD experts talk about the economic harmfulness of the 
policy of subsidies. In Agnelli's opinion, the Italian Government gave up the 
opportunity of the country becoming a highly technological society with its 
policy of subsidies. American motorcycle manufacturers have for years sought 
exemptions on the grounds that they were necessary in order for them to com- 
pete with the Japanese. It is interesting that the more the government helped 
them, the further they fell behind. Switzerland reduces its subsidies 10 per- 
cent every year. 


113 




















[Question] Are there any analyses and surveys on how much we respect the in- 
dividual and his professional attrib«tes? 


[Answer] At a time when we speak most about knowledge as a basic productive 
force the research demonstrates that employed persons have a harder time getting 
their ideas and know-how put intc practice than they did 5 years ago. Obser- 
vations concerning the possibility of the use of know-how show that things are 
getting worse. 


In the terms of European culture the individual is the source of change, the 
source of progress. But we do not acknowledge the individual. This is evi- 
dent from the fact that from Slovenia alone more than 400 speciaiists now oc- 
cupy the most responsible positions at universities and institutes in the ad- 
vanced countries. We do not know how many Yugoslav specialists are in posi- 
tions of leadership, but it is clear that a huge elite of scholars and special- 
ists is outside the country and that we need them very badly. If we gave more 
respect to the individual, then we would not have a situation in which 900 
management experts in the economy established their own enterprises in the 
West. 


[Question] It is often said that our system has determined everything in ad- 
vance, that there is no room for initiative. If we take this to be true, then 
how are we to explain that in the same branch of the economy there are both 
efficient and inefficient work organizations. The system does obviously leave 
certain freedoms. How significant are they? 


[Answer] The global system, with its governmest-party complex, regulates al- 
most the entire behavior of work organizations. If that perception is accu- 
rate, then the level of autonomy at the microlevel is very low. | speak here 
of perception, not of objective truth, since what is essential for human be- 
havior is perception, not the real truth. It follows that there is no room 
here for innovations, for expert evaluation, for consulting.... The less au- 
tonomy there is for the work organization, the more we will have political 
rather than professional “management.” We will create less know-how of our 
own. Political “management” is distinguished more by obedience than by orga- 
nizational ability and innovation. The mors the overall system is administra- 
tively regulated rather than regulated by the market, the more political “man- 
agement” is a characteristic of the system. In administrative regulation in- 
novation cannot be built into the system as a part of self-regulation, but 
rather it is a feature of political administration rather than the market. A 
majority of the innovations in the microsystem have been brought in from out- 
side rather than generated from inside. In market systems competition is the 
principal generator of innovations. If there is no competition at all, or if 
there is very little, then innovations can be stimulated only by political 
means. 


It is a characteristic of our system that nothing changes, but rather every- 
thing becomes stable. We are not a society of change, we are a society of the 
status quo. Many things which were advertised as change were not intended to 
change anything. The law on investment of foreign capital will not change 
anything because no one is going to invest capital under those conditions. 
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Why is there so much said and written about stabilization when we are so ex- 
cessively stabilized as a society that changes are exceedingly difficult? It 
is only prices that are not stabilized. In the advanced world the significant 
thing is the technological explosion, which is threatening us more and more. 
The less we change, the more and more blows we are going to take to the head. 


We imagined society a:\ a kind of social machine which has responses prepared 
in advance to all the sisrals and changes from the environment. The social 
machine cannot be etfective, since it has turned out that there are too many 
Signals, too many inputs, too many shocks from outside for it to deal with. 
It is not programmed for all those new things. There are new laws and enact- 
ments in order to adapt, but the more new laws there are, the more difficult 
it is tor them to operate, and they become awkward. The legal system has 
brought society to the point of overorganization. I think that there can 
never exist a legai and social machine that would be capable of guiding the 
millions of initiatives. This kind of system stands in the way of spontane- 
ity. I see introduction of the marke: system as the way out of this situa- 
tion. 


The system creates a high degree of legitimacy with a Low degree of consensus. 
This means that all decisions have legal sanction, but the level of agreement 
with them is relatively low. That is why we have thousands of self-management 
accords which no one respects. 


[Question] You spoke about the blockage of spontaneity. Why is that tendency 
typical of all the societies which refer to themselves as socialist? 


[Answer] The problem of spontaneity in the socialist countries is something | 
would have to deal with in theoretical terms. In the field of economics spon- 
taneity is expressed in terms of Adam Smith's “invisible hand." Engels said 
that everyone has something he wants and does something he wants to do, but 
the result of historical development is something that no one wanted. Until 
the socialist revolutions history developed on the basis of spontaneity. 
Spontaneity abounded in irrationalities, all the economic crises in capital- 
ism are the result of spontaneity in development. The socialist revolutions 
wanted to do away with that, to replace it with rationality, with man's will, 
to exert more influence on development in an attempt to get rid of the adverse 
aspects of spontaneity. That conception of man influencing development 
through his determination was constructive in the initial phases, it brought 
Pany countries out of poverty, but it has played itself out at this level of 
development. The expectations that society would be able to develop on the 
basis of a plan, on the basis of rational will, on the basis of science, have 
not been borne out empirically. The advanced societies, guided by market laws 
(and they are a manifestation of spontaneity) have had better results. 


In the period between 1975 and 1985, when the greatest attempts were made to 

regulate relations in society by plan, by will, by self-management accords, we 
achieved the worst economic results since the war. Some people would Like to 
say by way of justification that we were under the impact of the world crisis. 
That is true only in part. I think that 7/0 percent of our crisis was the con- 
sequence of domestic shortcomings, and only 30 percent from foreign influence. 
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As for the treatment of spontaneity, we should not forget Hrushchev's words to 
the effect that “spontaneity is the greatest enemy of socialism.” We are nuow 
at that level of development where initiative is extremely importart. If 
spontaneity is prohibited, then initiative is blocked, and freedom of thought 
and the autonomy of the intelligentsia is restricted. Allowing a greater de- 
gree of spontaneity is one of the preconditions for more innovations. The 
concept of society in which there is structurally no place for spontaneity 
necessarily leads to a high degree of organization. Yet we are so highly or- 
ganized that we can no longer even breathe under it. 


[Question] Janez Stanovnik says that it is not the debt that is our main 
problem, but the absence of innovations.... 


[Answer] That is an interesting observation, especially in view of the fact 
that the debt will be a burden even on our grandchildren. 1 would agree with 
him and I would add to illustrate the severity of the problem that any sizable 
company in the West applies for eightfold more patents a year than all Yugo- 
slav researchers taken together. 


[Question] You mention 900 enterprise directors who established private com- 
panies in the West. Can you relate this to the steady drop in the profes- 
sionalization of management? 


[Answer] For someone to become a manager in a factory, as a rule he first has 
to go through a sizable number of political positions. Our “management” is 
not educated for production and for the application of innovations. If it 
were, on the basis of innovation we would not be in last place in Europe and 
the civilized world, and it would not be the case that of the 200,000 patents 
purchased since the war we have used only about 10,000. "Management" .4 what 
the system determines it to be. No great need is felt for education, since 
its effectiveness is estimated over the short run. If prices can be raised, 
then the benefit will be most tangible. Know-how does not yield results imme- 
diately. 


Personnel policy as it now exists is an inherent feature of the system. [It is 
not a question of defects, of personal mistakes, the system is producing this 
kind of personnel policy. The practice of personnel placement is being con- 
tinued, even though the results have been bad. The more personnel commissions 
and coordinating bodies we have (and these are institutions of real socialism), 
the worse the ultimate result. The Bolshevik party introduced the personnel 
commissions for the first time in 1926. Stalin's rationale was that everyone 
should be looked over down to the bone. This kind of personnel policy can be 
functional, but the limits on that functionality are rather restrictive. In 
Hungary, East Germany and China professional criteria have become more and 
more important in the selection of management personnel. As far as our own 
situation is concerned, | am a pessimist. I feel that the treatment of per- 
sonnel will in the near future remain as it has taken shape over the last 10 
years. This is the most stable negative element in our society, and in that 
sense it is the most difficult change. 
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Since the coordinating bodies within political bodies are commissions 
personnel, it is understandable that they push political criteria. That 
how it is possible that in Slovenia more than 50 percent of the manager 
industry have not finished a 4-year college. The S-vear college does no 
tomatically give vou the right to become a manager, but it ought to be 
the conditions. 


It was Lukac who said that even the political criteria of conformism ft.) 
less talented in elections. Many members join the ruling party in order 
advance more easily. It is thought that you cannot become 4 manager unle 
you are a member ot the LC. This kind of selection leads to domination of ¢ 
average, but it is the preduminance of the above-average that is required 
present-day development. A society that is unable to support talent in tl» 
context of technulogical explosion is doomed to stagnatior. it is mot sel! 
managing bodies and professional associations who appoint personne! in th» 
economy, but the local political structures. And since the results of per 
nel policy are poor, influential individuals feel that poliiical activit 
should be evaluated still more rigorously. That line of thinking is piti. 


Just imagine this kind of situation: we have a young genius such as Tes! T 
Pupin was and he is not a member of the LC, nor is he interested at all in , 
litical activity. What chance does he have of being elected 4 manager | 
institute?! None, or practically none. 


[Question] You say that we have even taken up the practice of evaluating ™ 
sonnel deliberately on the basis of political criteria. Why are we not 
rigorous when we evaluate an individual's professional attributes! 


[Answer] We do not judge an individual's professional attributes because that 
does not suit the system. Politics is dominant over the economy, ideolo, 

over any initiative. When politics has the decisive word and power, then 
there is no room for professionalism and professional attributes. The politi- 
cal criteria have been imposed by those who would not have been accepted 
ability and knowledge were evaluated. Which brings us into an absurd situ 
tion. I might cite the example of Uros Lajovic, who is a well-known conduct 
on a world scale. What made his name on a world scale was certainly his try 
record. When he applied tor the position of docent at the Academy of Musi 
Ljubljana the commission put off his appointment until he submitted an ext: 
sive biography! That is exactly the way Stalin and the Bolshevik party '» 
haved in 1926. This is a disgrace for the university, this is pure envy and 
lack of familiarity with elementary tacts. And all of this takes place in 
Slovenia, which is known for its ideological pluralism and where repression |) 
not used as it is in certain other republics. Because of cases like this tly 
level of the university (nor is it alone in this) is dropping steadily. 


[Question] The rehabilitation of market criteria is necessary in order tor 
to move out of the crisis. It is clear that this would result in many chan 
How realistic is it to expect that this will actually happen’ 


{Answer| The introduction of the market system would result in a distrivut 
of power, and the economy would become more autonomous. That is, wort 
zations would get power, and the political structure would lose it. Anotl» 
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important question is who then would have greater power in work organizations? 
The ansver is those who have it even now, and those are the management struc- 
tures. If the market were introduced, many ethnic problems would be resolved, 
and responsibility would fall upon work organizations. The economic benefits 
are obvious, but the question of redistribution of political power and the 
loss of privileges stand in the way of rehabilitation of the market, although 
they also represent the backbone of the Long-Range Economic Stabilization Pro- 
gram. ina market system, for example, it would not be possible to simply 
lose sight of $4 billion borrowed abroad, not to know who got it. 


[Question] In spite of so many “black” things which you have mentioned, is 
there hope for optimism? 


[Answer] History demonstrates that it is always possible for something bad to 
become good and the opposite of what it was. Trends are not irreversible. in 
the West there are companies which were on the verge of bankruptcy, but able 
managers pulled them out (Chrysler and Olivetti). In our country it was said 
of “Elan” more than 20 years ago that it should be liquidated, but today it is 
one of our most successful organizations. Before World War |i Finland was a 
backward country, while today it has a per capita income of more than $10,000, 
While other countries have gone through the convulsions of crisis, production 
has grown in Finland. Czechoslovakia is the opposite example: before World 
War II it was at the top in its level of technology and the level of the stan- 
dard of living, but where is it today? When such changes of direction have 
occurred, then it is also possible in our country, but provided that greater 
support is given to innovations. This can be anticipated only if major 
changes occur as I have mentioned. There is no kind of mobilization that can 
be carried out through slogans and proclamations. 
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JPRS-EEI-85-094 
12 Deccmber 1985 


YUGGSLAVIA 


BELGRADE PLANT TECHNOLOGY TO USSR 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 18 Oct 85 p 2 


[Text] For nearly a decade now the SOUR [Complex Organization of Associated 
Labor] “Ivo Lola Ribar” in Belgrade has been a large supplier of metallurgical 
equipment, spindles, clutches and presses to the Soviet economy, and in the 
last several years special machines as well and indeed even entire systems of 
machines and assembly lines for the motor industry. One such machine is now 
being assembled, while the other is to be delivered before 1987. 


In the coming 5-year period, 1986-1990, the Soviets have shown great interest 
in increasing deliveries of products which have been sold successfully for an 
entire decade now: metallurgical equipment, spindles, clutches, presses, but 
even greater interest in the most modern technology which “Lola” posses«: 

That is, the USSR is interested in purchasing multipurpose machine tools wii. 
"Lola's" electronics, the assembly lines already mentioned for the motor indus- 
try and especially flexible manufacturing systems, systems which are highly au- 
tomated and computerized, in other words, in “factories without people." The 
Soviets have shown particular interest in “Lola's” program for production of 
electronics. No later than this coming year they are prepared to take 200 

Lola 30 CNC industrial computers and programmable automatic machines. 


Taking all in all, up to 1990 “Lola” will each year be sending goods and ser- 
vices worth $80 million clearing to the Soviet Union. Since the Soviet trad- 
ing partners are very satisfied with the machines and other products obtained 
from “Lola” so far, we should anticipate that even the agreed $400 million 
clearing will be significantly exceeded by 1990. 
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12 December 1985 


YUGOSLAVIA 


GLIGOROV DEPLORES FAILURE TO IMPLEMENT ECONOMIC REFORMS 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 14 Oct 85 pp i8-22 


[Interview with Kiro Gligorov, one of the authors of the Long-Range Economic 
Stabilization Program, by Milos Markovic: "Nevertheless, It Is Not Working"; 
date and place not specified] 


[Text] Three years after the Basic Premises of the Long-Range Economic Sta- 
bilization Program received even party approval, the picture of the domestic 
economy is not a bit brighter--inflation is nearly threefold what it was then, 
real earnings have dropped from the level in the early seventies to their 
level in tne reform years of the sixties, quantitative indicators of business 
performance are poorer or just as bad as they were then. Yet the most un- 
pleasant experience in the crisis years of the eighties is still not so much 
“in the stomach" as "in the head." That is, the deepening of the crisis would 
not have nearly so devastating an effect if this were the temporary conse- 
quence of radical reforms from which results were being patiently expected. 
instead of a reform that would have taken us away from the crisis, we now have 
a still deeper crisis since we “moved away" from the reform. Why did this 
happen and will the new laws in the SFRY Assembly and the new measures of the 
federal government end up in iiie waters of modest goals and inferior means of 
attaining them? We spoke about this with Kiro Gligorov, one of the authors of 
the Stabilization Program. 


EKONOMSKA POLITIKA: Most of what is now being prepared in the federal govern- 
ment and debated in the Assembly should have been over and done with 2 years 
ago. To be sure, the experience with the present measures and laws adopted by 
way of implementing the Stabilization Program suggests that there is no point 
in regretting very much what has been allowed to slip by. What are the cur- 
rent economic circumstances in which what is referred to as the first phase 
will be brought to an end? That will at the same time be an answer to the 
question of what are the consequences of the guessing and postponement we have 
had up to now? 


Kiro Gligorov: The deteriorated economic trends in 1985, the return to a 
Stagnant growth rate, what has happened with inflation, which has reached pro- 
portions unheard of since the war, at least in Europe (which is where we live, 
so that must be our standard), all of this had to have grave economic conse- 
quences. It follows that it was an illusion to believe, and in some places 
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that belief became fairly widespread during 1984, that there is no need at the 
present to touch the economy and the system (there was a turn for the better, 
and in the course of time th: economy would take off). It has turned out that 
some of the constructive results in 1984 were above all the consequence of the 
fact that something after all has been done since enactment of the Long-Kange 
Program ..., and at least certain objective economic criteria were introduced 
and certain steps taken to restore the economy to health. But, just as many 
economists in fact foresaw, this was short-lived, and there is no way it could 
have been different. Economic criteria have meaning only if the entirety of 
the unfavorable relations already existing undergo change and an economic sys- 
tem based on such criteria is created--and that in every individual part, so 
that each of these parts performs its function in the system. However, we 
have gone through all of the year 1985 without making essential changes in the 
economic system. The debate about the foreign exchange system is still going 
on. The banking system is only in its first debate in the Assembly. The sit- 
uation is similar with the agreement on the developed and underdeveloped. 
These are very delicate, but also very important areas from the standpoint of 
the conditions for the conduct of economic activity and the standpoint of the 
economic structure. Even today the question has not been cleared up of note 
issue policy and monetary policy and the question of a system that would guar- 
antee that bad money is not made by issuing notes, that various needs for 
which there is no coverage in earned income are not covered directly or indi- 
rectly in that way. 


The application of economic criteria in the calculations of enterprises, in 
formation of production costs, in the setting of prices cannot yield results 
unless it is backed up by an entire mechanism of economic liability if the re- 
sults are bad. Accordingly, at the macrolevel the previous system has mostly 
been retained, and that is a system based on concluding agreements and com- 
pacts and other voluntaristic premises. To be sure, economic criteria have 
been introduced, but the corresponding changes in the economic system have not 
been made consistently with that so that those criteria would exert their im- 
pact through every part of the system and at the microlevel, in the organiza- 
tion of associated labor, they would apply economic coercion. Coercion means 
that my not being able to do something unless I behave optimally, that is, | 
have to take economic Liability into account, but now it is possible to apply 
economic criteria, to behave in a way that is not optimal, and to escape eco- 
nomic liability. This means that these criteria are not having any sort of 
true economic effect. In such a situation nothing else could have been ex- 
pected than that their application (an appropriate rate of interest linked to 
inflation, the real rate of exchange of the dinar, the free setting of prices, 
real depreciation, and so on) would steadily increase production costs and 
that all the requirements arising out of the economic criteria would be calcu- 
lated into production costs, into the cost price and into the selling price. 
All of this has been taking place alongside an irregular financial mechanism 
in which it is possible not to discharge one's obligations or to pay obliga- 
tions with instruments that have no backing (exparsion of the creation of 
money through mutual credit financing, i.e., the gray creation of money). A 
variety of stagflation ensued under those conditions. We again have a low 
growth rate of the social product (it is now thought that it will be about | 
percent. For all practical purposes that is stagnation. 
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EKONOMSKA POLITIKA: What has been the policy that made it possible for essen- 
tial changes in the system to be postponed tor 3 years and who accordingly 
bears the full responsibility tor the stagnation and the deepening of the eco- 
nomic and social crisis? 


Gligorov: it is now clear that adoption of the Long-Range Program ... was not 
conceived as a decision whose realization should be undertaken integrally, but 
rather the discussion was reopened about every segment of this program otf any 
importance. Those questions on which agreement might have been expected were 
put on the agenda tirst. Implementation of the Long-Range Program ... was un- 
dertaken step by step (gradually, those things on which we managed to agree), 
and everything else was to be left for “better" times. It turned out, for in- 
Stance, that it was impossible to maintain stability by treezing prices in any 
economy, especially our own, in which there is decentralized management by 
OUR's [organization of associated labor] and in which some sort of market op- 
erates (in spite of all its imperfections, it does exist and does operate, al- 
though in a distorted and haphazard way). Then the liberalization of prices 
Was undertaken, and in this area an agreer t was reached somehow. 


As soon as introduction ot real inierest rates and the real rate of exchange 
of the dinar was taken up, such a debate tlared up that there had to be a ple- 
num of the Central Committee. What was actually discussed at that plenun, 
which was supposed to be about implementing the Anti-Inflation Program (which 
after all was a part taken out of the entire context of the program), was 
whether we are for or against a real rate of interest and a real rate of tor- 
eign exchange and what they mean. So, reassessment of certain basic premises 
of the Long-Range Program ... was again on the agenda. 

That was followed by the well-known “court trial" concerning the system of 
foreign economic relations, with all the political and other implications. In 
essence, as far as this topic is concerned, this year is lost to us tor chang- 
ing the situation. Atter all, what is the first task when an economy wants to 
organize itself as an undivided market? The Line of demarcation with foreign 
countries has to be drawn, that is, there has to be a single set of economic 
borders and rules ot behavior on those borders. We have opted for economic 
independence, for our own economic policy that would utilize the advantages of 
the self-management system, respecting economic Laws and the operation of the 
world and domestic market. That is impossible even by definition unless eco- 
nomic borders are established through the foreign exchange and foreign trade 
system, which must be on principles that are in harmony with an undivided mar- 
ket, and unless the national currency takes over on that market, unless it is 
the sole measure of value and of prices, so that differing valuation parame- 
ters would not be introduced. 


Then the law on the banks and the banking system was proposed, and this again 
was discussed from the beginning, as though no positions had been taken in the 
Long-Range Program. there was debate of the dilemma whether the bank is a 
service of associated labor or an independent organization, it was pointed out 
that this latter view, which is contained in the bill itself, means that cer- 
tain detached capital is created (some refer to it as anonymous capital, oth- 
ers as paragovernmental capital), and that such banks would take over the 











economy. These, then, were ideological discussions, not an effort to find 
mechanisms that would be suitable to a market economy and to independent eco- 
nomic entities. Ultimately there was debate of whether we need banks at all 
or should create some kind of quasi-banks that would simulate the functions of 
banking. If we have committed ourselves to a money economy and a market econ- 
omy, then that market cannot operate without the function of the banks as cen- 
ters in which the necessary concentration and subsequent redistribution of the 
disposable resources of the economy and individuals take place. If that mech- 
anism does not exist, some other mechanism has to be created--that is the 
present linkup of banking, government and political authorities and the non- 
economic distribution of Yugoslavia's disposable capital, which is regional- 
ized, which has not been allowing an efficient and profitable economy to de- 
velop. 


The fact that the discussions opened up again after enactment of the Long- 
Range Program cannot be otherwise explained than that the leading subjective 
forces in our country are essentially unable (they do not have the power, in- 
ternal cohesion or ideological unity absolutely necessary to such an undertak- 
ing) to take us out of the crisis through change. If as a practical matter 
the attitude persists of changing almost nothing or of carrying out changes 
over a number of years, appealing to realism (supposedly the economy cannot 
withstand such changes), then that realism of ours is the realism of the sta- 
tus quo. We have come to a political threshold, and all the economic problems 
which seem to have been given a global solution in the Long-Range Program ... 
have thereby become a political problem. We cannot say that we do not have a 
program for getting out of the crisis, tht we do not know how to organize the 
economy, that we do not know how to combat inflation. Nor should we underes- 
timate our science, nor say that it is a question of certain specitic teatures 
so that the experience of other countries in combating inflation cannot be 
used. So, in the end this program is not being carried out as a total concept 
because of the situation in the subjective forces. 


EKONOMSKA POLITIKA: Let us get back to the banking system. The economy has 
pooled about 250 billion dinars in the banks, then there are about 1,200 bil- 
lion from note issue, and certain studies show that the banks have about $4 
billion, or 1,200-1,300 billion dinars of fictitious assets on their balance 
sheets. How are we to arrive at a situation in which the banks will be inde- 
pendent, in which the owners of money will be motivated only to lend it out 
profitably, unless this situation is cleared up? After all, who are the own- 
ers? Individuals about 2,000 billion, the economy 240, the government 1,200, 
and then there are the fictitious assets resulting from the obligation to re- 
pay the foreign exchange debts of their customers when the debt was converted 
to dinars. 


Gligorov: Financial matters are, of course, at the heart of all the vacilla- 
tion and opportunism related to implementing the Long-Range Program. This is 
most obvious in the case of the banks. That linkup of the bureaucratic elite 
in all communities and of the so-called bankocracy is the tirmest possible 
union, since it also furnishes a material basis for that alliance. The bu- 
reaucracy would not be able to do much without that, that is, it could do so 
by political means, but they are not effective enough. The banks, which are 
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supposedly a service of associated labor, are in actuality a service of those 
factors I have been speaking about. to the detriment and over and above asso- 
ciated labor. Probably because banking problems are quite complicated, and it 
is quite difficult to grasp them, all the views have not yet entered into full 
confrontation, by comparison with the confrontation of interest that will in- 
evitably occur if the banking system is set up on the foundations proposed in 
the law. That is why | am afraid that even if we pass the law there will be 
procrastination in applying it. It will be no simple matter at all to turn 
the regionalized banks, which have firm ties to the political and government 
leadership of opstinas, republics and provinces, into economic institutions 
whose sole standard will be the economic criteria of profitability, optimality 
and liquidity. That would mean that the technobureaucracy was truly left 
without a material underpinning. The interests of the nationalities will also 
be mentioned here, there will be appeals to the working class and associated 
labor in order to hold on to those positions. 


Much the same is the case concerning the so-called financial consolidation of 
the economy. It stands to reason that economic criteria can be applied with 
economic consequences only provided this chaotic situation is put to rights, 
guaranteeing at least the minimum conditions for the normal business operation 
of the economy. So long as problems remain unresolved such as differences in 
rates of exchange, debts, failed investment projects, mutual nonsettlement, 
one gets the impression that our monetary policy is extremely restrictive, and 
that is then interpreted as a dictate of the IMF. The supply of money issued 
by the National Bank of Yugoslavia is truly subject to a restrictive set of 
conditions, but when we refer to the volume of unpaid obligations within the 
economy and the so-called gray creation of money, then there is no restrictive 
policy, since otherwise no one can explain how 80-percent inflation occurred 
in an economy in which everything has to be accounted for and where the 
monetary policy is restrictive. Even the problem of financial consolidation 
of the economy is being put off. A beginning, for example, has been made with 
the problem of differences in rates of exchange, but it is difficult to reach 
an agreement on them since all those intertwined financial relations are 
looked at partially. Financial consolidation cannot be imagined as an iso- 
lated act, but must clear out the entire terrain of the financial field, which 
presupposes that irregular financial transactions will be prevented. 


The general conclusion from what we have said is that it is no accident that 
the Long-Range Program ... set down two things. First, in its conclusion: 
that the problems of carrying out the program would arise only after its adop- 
tion and there would be resistance because of differences in interest and dif- 
fering ideological approaches to the particular solutions, and therefore that 
this would be the most difficult task, one which only the subjective forces 
would be able to take upon their shoulders. And second, that integral and si- 
multaneous changes were required, not only in the economic system, but also in 
economic policy and development policy. 


EKONOMSKA POLITIKA: The most recent measures of the tederal government to 
bring to an end the first phase of the stabilization have been awakening hope 
that the principle of simultaneity is finally being accepted, if only under 
the coercion of actual economic developments. 





Gligorov: I think that that is true. This program is oriented in that direc 
tion. It still has not covered all sectors, but it would be a major step tor- 
ward if it were carried out as a whole. Iits defectiveness is that it is still 
presented as a program, as an excerpt from the Long-Range Program. It would 
be progress if this program resulted in all the decisions which tollow Lrom 
it. It is our shortcoming in general that we produce programs without annexes 
in the form of concretized solutions that could put them into practice, since 
it is only on the basis of such solutions that one can experience the real 
consensus of those participating in creating the programs. After all, it is 
easier to agree on programs, and then what happens in carrying them out is 
what has happened now. The essential thing now is to achieve what the Execu 
tive Council has been announcing--that by the end of the vear the program will 
be presented in operational terms to the Assembly so that it would take eftect 
at the beginning of next year. Here it is extremely important that it be pre- 
sented as an integral undertaking, including all the decisions and material 
balances. 


EKONOMSKA POLITIKA: At the beginning of our conversation you mentioned intla- 
tion as one of the main signs for recognizing the economic crisis in our coun- 
try. One gets the impression that it is also easy to recognize the disagree- 
ments and compromises we are talking about now in intlation and in the way we 
oppose it. 


Gligorov: All of that is very clearly retlected in the basic problem which is 
now disturbing our society, and that is inflation, regardiess of the various 
tranquilizing statements which we have already mentioned above. this is out- 
and-out deception, since it is obvious that all the basic causes of int lation 
are still there. Nor can we expect anything but ephemeral and transient et- 
fects from the most recent measures of increased price controls--that intla- 
tion will be held back a little, but then it will manifest itself still more 
Strongly later on. The need tor integral implementation of the Loag-Kange 
Program is dramatically contirmed in connection with the question of conquer- 
ing inflation. There is a rither deep-seated beliet whose point of departure, 
on the principle of “realism” in politics, that we have to learn to live with 
inflation and that our ambitions ought to be moderate, that over the long run 
we are gradually dropping the rate from 80 percent to /0 percent and then 60 
percent.... The economic substantiation of this conception is that we are so 
tar in debt that we cannot deal with it without a high rate of intlation. The 
political justification is that we have a relatively stable situation in this 
restless world, stable even in comparison to Europe, so that we should not 
have an excessive fear of inflation. The important thing is supposedly to 
open up prospects for gradually conquering it, but it cannot be done to a 
greater extent and more rapidly because this would demand new sacritices of 
the working class. 


The second thesis, and this was in fact emphasized in the Long-Range Program 
eee, When inflation was considerably lower than now, is the j-vyear period tor 
reducing the rate to single digits. Economic history shows that intlation can 
be conquered in 2-3 or 4 years, of course with a program which has answers to 
the question of what should be undertaken to deal with the basic areas which 
are generating it. Thus the results achieved have a ceriain price, and that 

















price has to be compared to the price in the first alternative. Inflation has 
to be brought down radically, although the fight against inflationary tenden- 
cies, as we see from the experience of market economies, is a never-ending 
one. It is important to get into a situation where we can keep inflation un- 
der control. That has to be the goal--and that at a level that would take 
into account that we are a moderately developed country, and our inflation 
should be in a certain correlation to the inflation of our principal economic 
partners. It is no accident that inflation in Yugoslavia has been approxi- 
mately twice as high as in the countries of western Europe throughout the en- 
tire postwar period. This present difference [in rates of inflation] can no 
longer be explained in those terms at all. 


How do matters stand with the arguments pertaining to the first and second al- 
ternatives, and does the second alternative require any new sacrifices and a 
higher price? Is the debt an obstacle to undertaking a radical lowering of 
inflation? I think not, since its present size, and especially the reschedul- 
ing over the next several years, will reduce its cpecific weight. It is one 
situation when we have to set aside $5.5 billion, and an altogether different 
one if we need to pay only the interest. Reducing the debt is a question all 
to itself. Whether or not to undertake an absolute reduction of the debt de- 
pends on the decision on whether we will gradually Lower inflation over a 
lengthy period of time or do it in 2-3 years. So, we cannot use the debt as 
an excuse. 


Second, it is said that our domestic economic situation is so fraught with 
weaknesses that the economy cannot take all those changes, that is, that a 
lengthy series of years are required for them. On the basie of what we have 
said about the overall consolidation of the economy, from promptness in set- 
tlement to differences in rates of exchange, | think that this is not valid 
either. The other proposals contained in the Long-Range Program ... should be 
carried out, and that means freeing gross personal incomes of exaggerated con- 
tributions, of transferring taxation from income to the remainder of income, 
not using turnover taxes as we are now doing, when they constitute 80 percent 
of the revenues of all sociopolitical communities, taxing property, total in- 
dividual income, various kinds of income not based on work, and so on, more 
effectively. In that context the economy should not only be ready to bring 
down inflation radically, but also to accomplish a great spurt. 


Finally, does this require additional burdens on the working class? I do not 
think that even that is necessary. Consistent and specific conduct of the 
policy of economic stabilization all the way to the end, by means of economic 
criteria and changes in the system, ought to activate immense social capital. 
We have borrowed $20 billion abroad. Assume that only half of that was well 
invested. Where are the results? They can show up only if the economy is put 
in a position to be motivated to make optimum use of the immense social capi- 
tal. Where is the untapped potential concerning the turnover of capital (the 
coefficient is now somewhere around 2), which has fallen to a level that ex- 
ists nowhere else in Europe, and | think ic is rare even in the world? The 
present crisis is slowing down the movement of capital, acting as a disincen- 
tive on workers to raise productivity and efficiency, and that is the highest 
possible price. And that realism that we appeal to, that is a tranquilizer 
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that is maintaining not only the status quo in relations in society, but also 
the status quo in the economy and in the economic position of the workers. In 
fact, as experience has indeed shown, this is rather a course that leads to- 
ward further deterioration of their position. It was envisaged that at least 
a further drop in real personal incomes would be prevented during the next 
year, but they are still continuing to drop. 


EKONOMSKA POLITIKA: Just as it does not come all by itself, so inflation is 
not an evil that exists alone. What are the consequences of the extension of 
high rates of inflation over several years and putting off the time when we 
confront it in a radical way? 


Gligorov: Let us start with 1979, which was the apex of our voluntaristic 
boom, when in just 1 year the debt grew by $5-$6 billion. The sobering up and 
the beginning of reflection about a different course are associated with the 
year 1980, since in 1981 the commission was already formed to draft the pro- 
gram, and in 1982 we adopted the Basic Premises at the party congress. If we 
adopt this variant with a gradual reductica of inflation, with all its impacts 
on redistribution and the worsening situation of the working class, then it is 
difficult to get that job done by 1990. This, then, is stagflation and a 
standstill in Yugoslavia's development lasting an entire decade. That very 
fact, even if there were full social peace in the country throughout that en- 
tire decade, has to give rise to profound economic, political and social con- 
sequences which we will then carry over in another decade--and that assumes 
that we will be sufficiently level-headed. Perhaps the most serious question 
on which political factors have to reflect is the following: since 1980 the 
gap between us and the advanced countries has been opening up. That gap with 
respect to technical and technological changes, the rise of productivity, and 
the selection which is under way in practically the entire world economy will 
speed up our lag, and in 1990 we will see that Yugoslavia does not mean in Eu- 
rope what it once did. Just as we have realized that our share of exports in 
total world exports has dropped off or that our labor productivity has been 
stagnant, at that time we will have to realize in the most global indicator 
that Yugoslavia does not have the specific weight which it once did. That 
specific weight was evident in the gradual reduction of historically inherited 
differences relative to the rest of the world and especially relative to the 
advanced countries, which gave our system legitimacy and contributed to Yugo- 
slavia's overall prestige in the world. Now that gap is opening up again, and 
this will have certain material consequences, but I think that it will have 
other consequences as well. 


As for the working class, the lengthy period of time in which the principal 
feature is survival will have the result that in 1990 we have a very low stan- 
dard of living by European standards. It would be very difficult to find any- 
thing to justify that. Right now, for instance, we have the tendency toward a 
“brain drain” from the country, educated people and experts are leaving. What 
is that going to look like several years down the road when changes in the 
world pick up speed even more? If those things were presented to the working 
class, then by virtue of its class instinct it would decide to bring down in- 
flation radically. The working class knows very well that inflation hurts it 
worst of all, since it means a redistribution in which those who are economi- 
cally strong always come out best. In Italy, although the CPI collected 
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S00 , VUU Signatures tor a reterendum not to alter the so-called sliding scale 
(similar to the effort here for indexing earnings), the workers came out not 
tor indexing, but for stabilization and bringing down inflation. Or Mexico, 
where de la Madrid came out with a program for a fierce fight against infla- 
tion with all the consequences that tollow theretrom. Many torecast that the 
ruling party, if it did not lose in the elections, would at least have a 
strong opposition. It happened the other way around. 


this leads to a question--What do we want in the next 5-year plan? Do we want 
to suppress inflation, establishing an appropriate ec 
entire front, changing the criteria that govern development and the criteria 
ot economic policy, so that in that way we are also opening up prospects for 
turther development’? Or will we survive tor several years, relying on changes 
in the international economic sphere and indeed even within the country on the 
basis of examples of enterprises which are achieving something even unde 
those conditions? 


nomic mechanism over the 


EKONOMSKA POLITIKA: There is the argument that precisely the “shining exam- 
ples” prove that nothing essential ought to be changed. More precisely, that 
the whole thing consists of the others tollowing their example. 


igorov: That line of argument is for me about on the level of asking why 
ill people are not geniuses. ven in the worst situations there are, ot 
course, some bright spots. Yet it is a pure illusion to draw the conclusion 
that this will happen to everyone if they imitate them. Examples are indis 
pensable in everyday life and maximum use should be made of them, they prove 
that people can do more. But the basic laws of the system attect everyone. 
lt is a fact that certain negative manifestations have been regularly ovcur- 
ring (with varying intensity) both in the less-developed and also in the un- 
derdeveloped regions [sic], such as: losses, bad investment projects, an in- 
tolerably low turnover of capital, stagnation or a very low rise of labor pro- 
luctivity, a drop of efficiency, low personal incomes, a low ability of the 
economy to generate capital and to reinvest, and others--clearly show that 
without changes in the economic system and in development policy and economi« 
policy the present situation cannot be altered with nothing more than subjec- 
tive actions, whatever they might be, nor can inflation be brought down. 


NONOMSKA POLITIKA: lt seems that there should no longer be anv discussion 
bout the indispensable need tor integral and fundamental reforms. Yet which 
ves need to be made immediately, in the next few months’? 


Ligorov: We still lack the kind of organization in society that we need to 
do all the jobs necessary for a change of direction across the board and in a 
relatively short time. There is no other recipe than to carry out the entire 

ong-Range Stabilization Program, that is, to carry out all the changes in the 
economic system and in development policy and economic policy that we have 
tailed to do so far. It is not certain that these laws, which still do not 
cover all the changes in the economic system, will in fact e¢ passed by the 
end of the year. Even if the foreign exchange law is enacted by the end of 
December, nothing has been prepared for applying it; that is, only then will 
the discussion begin about the so-called accompanying acts. This is a contin- 
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uation of the policy of passing a law and then reflecting about whether t: 





apply it. I do not know whether even from the procedural standpoint there is 
a possibility of passing a law on the banking system by the end of the year. 
And the changes which it implies are of such nature that in the banks then- 
selves they will spend the entire next year debating what to do and how to get 
organized. The relationship between the more advanced and underdeveloped is 
mot exactly at a dead standstill, but the interests are so opposed that as- 
sumptions cannot be made about when that will be brought to a conciusion. 
With respect to the position of the National Bank of Yugoslavia, note issue 
and the credit-and-monetary system and policy, work is only now beginning to 
be done on this in the Federal Executive Council and in the Commission for In- 
plementing the Stabilization Program. Yet what does the reform of the banking 
system mean if the financial superstructure which is the principal source of 
feeding money to the economy is not functioning as it should and has not been 
set up as it should have been? What has been done with the strategy for tech- 
nological development, with large systems? What has been done with housing 
construction, which is one of the major factors providing motion to invigorate 
the economy and at the same time resolve certain economic and social welfare 
issues’? The most that has bien done so far is to say that in addition to tar- 
geted housing construction, the “green light" should also be given to the con- 
struction of housing for the market. Accordingly, the predominant influence 
of targeted construction has been retained, with all the expensiveness which 
it brings with it and the inevitable consequences for the entire housing con- 
struction market, while no sort of preferences have been given to construction 
for the market that would support it. The entire discussion over the self- 
managing communities of interest, even from the organizational standpoint, has 
not led anywhere; that is, it led to the result that practically nothing 
should be changed. In the tax system three social compacts have been adopted 
which do not guarantee a common tax policy, while at the same time they retain 
the present concept, system and policy to a great extent. 





Given those conditions, what can the year 1986 look like as the first year of 
the 5-year plan? It could signify some minor shift--if output is so low that 
it is difficult to even repeat such a result, then it will rise a point or a 
point and a half; inflation will be 60 percent instead of 73 percent. However, 
in essence this signifies a continuation of the situation which has gone on 
for several years now. The time factor is not being taken into account. The 
experience in all the advanced countries show that inflation must be beaten 
back in 2 or 3 years. I am afraid that next year will not be essentially dif- 
ferent from this one unless the jobs which have been started are completed as 
soon as possible, that is, unless all the laws embodying the system are en- 
acted, unless measures are proposed for consolidation and relieving the burden 
on the economy, assuming that ccipromises are not made in the bills proposed 
that will basically alter their physiognomy, altering them to the point where 
they are “laws without teeth." This means that in the coming year all the 
necessary changes should be made so that during at least the following 4 years 
of the planning period the basic course would be toward radical reduction of 
inflation and openity up prospects for getting out of the crisis. That is why 
the emphasis is now for political factors and the subjective forces, if they 
have adopted the program as their basis of activity, to draw all the necessary 
conclusions therefrom. I am persuaded that they have not done so up to this 
point. That is why 2 years after the Long-Range Program we have to adopt 
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resolutions of the Central Committee on the foreign exchange and foreign trade 
system which only reiterate, or in some places even dilute, what was stated in 
the program. That is time lost. And when we note with satisfaction that 
agreement has been reached and that the topic will be taken off the agenda, we 
should also take note that this was achieved at the price of a loss of time-- 
and, of course, we have to wait for the end of the procedure in the SFRY As- 
sembly. 


EKONOMSKA POLITIKA: There is also quite a bit of confusion about the plan. 

In the Federal Economic Council, for instance, the prevailing view was that it 
is better to put off enactment of the plan, since the draft which has been of- 
fered is rather poor, and computations have shown that it is inaccurate, that 
all of those rates cannot be fitted with one another. At the same time there 
are those who think that it is better to enact some plan rather than no plan. 
More important than that dilemmz, it seems, is the fact that behind all of the 
quantifications proposed there isn't any force or any means that would promise 
to bring these things to pass. 


Gligorov: A plan which is not based on all the changes we have been talking 
about, with the entire repertoire of decisions and measures, will not have any 
effect different from those we have had up to now. Without those things the 
plan has neither any point nor purpose. It is then a piece of paper, enslave- 
ment to the idea that as a socialist country we must have a plan and failure 
to enact one would have negative political repercussions. | think that we 
will have repercussions of that kind if we adopt a plan and do not carry out 
all the changes that would be the basis for it. In the capitalist countries 
when they enact a budget, and there the budget has to some extent a similar 
role as our plan, all the key decisions are also made; otherwise that budget 
has no effect whatsoever and cannot be used. Yet we somehow seem unable to 
learn that when a plan is adopted we at the same time have to make all the de- 
cisions ..1ich are essential to implementing it. Then the plan is only the fi- 
nal step of essential decisions which have previously been coordinated with 
one another and which the plan is based on. That is why we later realize that 
our plans have been vacated after they are enacted and that enactment of the 
documents necessary to fulfill them last the entire period of time which was 
covered by the plan. If the new plan is only a verbal explication of what is 
written down in the Long-Range Program, along with an annex concerning the 
quantitative projections of the targets, then it will do more political damage 
than if we do not pass it now. It would amount to an illusion that we had 
done yet another big public job, although there would be no constructive con- 
sequences from it at all. 
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SYSTEMIC MISTAKES BLAMED FOR RISING UNFMPLOYMENT 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 21 Oct 85 pp 23-25 
[Article by Vladimir Karakasevic] 


[Text] At the outset and in the speech which concluded the round-table dis- 
cussion of EKONOMIKA in Belgrade on the topic “Carrying Out the Policy for New 
Job Creation Contained in the Long-Range Economic Stabilization Program," 

Dr Blaz Boskovic, that journal's editor in chief, emphasized that unemployment 
is one of the two main witnesses to the overall failures of Yugoslavia's so- 
cioeconomic system and development in the period behind us. The second is in- 
flation. The crown witnesses have filed charges against the system because of 
its being vague and ineffective in emphasizing economic development and there- 
fore social development as well, of neglecting and ruining resources and means 
of production, of distorted relations in the sphere of labor, distribution, 
tax policy, education, organization of the economy and of the overall sociopo- 
litical community ..., but they accuse even more the makers of development 
policy--the politocracy, who with their wrong decisions and measures have 
brought this situation about and this system into being, a situation which 
conforms neither to the country's constitution, nor to the conception of so- 
cialist self-management. 


Over the lengthy chain of mistakes in development policy and Yugoslavia's path 
of development it would be difficult to find that link that was the first and 
somehow basic cause of the emergence of unemployment in a country based on 
planning and self-management. Especially since in our country it is not even 
possible to speak about any continuous policy or continuous development, but 
rather they have been stages of development of rather divergent programs and 
directions, but with similarly poor end results. 


Nor can the causes of unemployment in Yugoslavia be related to any great de- 
gree to world economic and political developments either, since unemployment 
in our country, for instance, grew most in years of very good market condi- 
tions in Furope and the world, when the industrially advanced countries vere 
importing manpower and hiring tens of millions of foreign workers, including 
in fact about | million Yugoslavs. The world recession and now the restruc- 
turing of the world economy for the new technological system did bring about 
unemployment even in the advanced countries, but structural differences are 
obvious here--the unemployed in the world at large are mostly industrial 
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workers who have been left without a job, while in our country the unemployed 
are mostly members of young age groups who cannot find a job after graduation. 


Persons Seeking Employment 


January-July Average 














Republic or Province 1984 1985 Index 
SFRY 955,587 1,029,811 107.8 
Bosnia-Hercegovina 210,954 236,778 112.2 
Montenegro 34,152 37,672 110.3 
Croatia 114,317 122,219 106.9 
Macedonia 127,895 134,954 105.5 
Slovenia 15,105 14,462 95.7 
Serbia 453,164 483,726 106.7 
Serbia proper 261,862 276,950 105.7 
Kosovo 97,964 112,317 114.6 
Vojvodina 93,338 94,459 101.2 


In July 1985, 1,022,749 persons in Yugoslavia were registered as seeking em- 
ployment. They included 350,592 persons who were unskilled, 92,581 semi- 
skilled and with elementary education, 197,707 skilled and highly skilled, 
325,306 with secondary specialized training, 25,272 with junior and 31,291 
with senior postsecondary education. Of the total registered in July 720,643 
were seeking employment for the first time. Incidentally, self-managing com- 
munities of interest for employment security are now keeping separate records 
on the “authentically unemployed"--in keeping with the new criteria contained 
in the Social Compact on Employment Security, according to which only those 
who have no other opportunities whatsoever for work and for earning a living 
are regarded as unemployed. in July there were 948,587 such persons. This 
computation could not, of course, include that unknown number of citizens reg- 
istered as unemployed, although they are working in some activity of the so- 
called “gray” economy. 


In spite of what has been said above, it is fairly easy to enumerate the mul- 
titude of causes, intermediate causes and semicauses of this higher unemploy- 
ment in Yugoslavia--beginning with the “excessively rapid transfer of popula- 
tion out of agriculture, which was not well-thought-out,” as it has been re- 
ferred to by Stjepan Han, professor (they did not wait for the appropriate de- 
velopment of other segments of the economy), all the way to the educational 
system which has been educating people for unemployment. There would be some 
truth in all of this, but however carefully we leaf through the past or ana- 
lyze the present, we will not find the causal point at which the rise of Yugo- 
slav unemployment begins. The “capital error of the system" can perhaps be 
located where the interest in expanding the business and development of enter- 
prises was “taken away" from the workers, where barriers were set up against 
their business initiative, where political forums and politicians took over 
enterprise, the running and management of enterprises.... 


The system of self-management in Yugoslavia came about because of evident in- 
efficiency and the insufficient interest of the workers in the operation and 
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development of the state enterprise. towever, the factories never were actu- 
ally turned over to the workers to manage--which was the basic principle of 
the mew system. The government and the people in it, the political communi- 
ties and organizations, and the politicians were and have remained the manag- 
ers of the business operation of enterprises. and with the transition to the 
system of self-management, they have only removed from themselves responsibil- 
ity for business failures. The system has retained the principal unfavorable 
characteristic--that the workers have almost no economic or other benefit from 
the development of their own enterprise, nor indeed any motivation to augment 
it. However much business expands and however large the work organization 
grows to be, even assuming that market conditions are good and the new jobs 
are productive, this will not result in higher personal incomes tor the origi- 
nal workers. Indeed the more frequent case is not to realize a proportion- 
ately higher income as new workers are hired, but actually the personal in- 
comes of those already employed are reduced. but on the other hand from the 
standpoint of the sociopolitical community every new worker emploved means a 
new unit contributing to budgets regardless of the business performance of or- 
ganizations of associated labor. 


lt was a particular oversight that in the system and in people's minds such a 
deep political trench was dug between “socialized” and “private” labor, the 
socialized economic giant or government institution being taken as the model 
of the future, and the abolishment of the latter, the smallest private shop, 
being an ultimate goal in the future. That was the model taken in building 
the country’s economy, the educational system was also built according to that 
model, and investment policy, banking policy and everything else was turned in 
that direction. That was how the Yugoslav cult of employment grew up long ago, 
and unemployment actually has meant the number of people secning jobs in the 
socialized sector. With respect to the creation of new jobs we became and 
have remained rigidly tied to forms and dogmas. The constitutional principle 
of the equal right to work of all citizens is interpreted as the right to ob- 
tain a job in a socialized enterprise. [Every school] diploma is looked upon as 
a ticket allowing one to get into a work organization, and the only obstacle 
seen to the exercise of that right lies in the group-ownership behavior of 
those who have already filled the jobs. 


One of the ways in which the system is to blame for the high unemployment is 
the complete absence of a teeling for economics in the sphere of taxes and 
contributions. in our country, as Professor Han has said, manpower has been 
expensive for OUR's [organization of associated labor], while capital has been 
cheap. After all, we solve all the problems and costs of society through the 
personal incomes of those who are employed, and thus this personal income, 
which otherwise is low, is actually a high expense for the work organization. 
Thus the greatest burden of “general” expenditures are borne by the labor- 
intensive branches and OUR's. On the other hand there are no taxes at all on 
unused machines and operating equipment--which in Yugoslavia are used only a 
few hours a day, and they thus become obsolete. 


The economy and business are run by political actions and administrative mea- 
sures and regulations. Now that unemployment has grown from being an economic 
and social welfare problem into a political problem, with even the potential 














for political upheavals, the mistake is being repeated: the solutions are be- 
ing sought in new political and administrative measures (with the slogan “An 
exceptional situation demands exceptional solutions"). The shortcut taken by 
those exceptional solutions is forcible hiring regardless of economic consid- 
erations and consequences. Regulations on the mandatory hiring of trainees 
have been tightened, and in the year-end statement for this very year work or- 
ganizations will have to pay one annual gross personal income iato special 
tunds for each trainee they have failed to hire (on the basis of one trainee 
for every 35 members of the labor force). Loans and optional contributions 
for the creation of new jobs are being floated, in certain regions specific 
political targets are being set for hiring a certain number of persons during 
the year, and corresponding pressures are being put on OUR's. Jobs are being 
cut in half so that two workers can be employed. 


The basic motto of the campaign is--"The destiny of the unemployed is in the 
hands of the employed"--and the principal task is to get as many of the unen- 
ployed off the streets as possible and into work organizations. In Serbia, 
for instance, a solution is being prepared whereby all unemployed could apply 
for all jobs regardless of qualifications. The intention here is so that spe- 
cialists can compete even for jobs requiring lower qualifications. "Just let 
them get into work organizations, even if they take the jobs of the unskilled 
workers," Marija Todorovic, chairman of the Serbian Kepublic Committee for La- 
bor and Social Welfare Policy, who gave one of the introductory addresses at 
the round-table discussion, was to say, “and then inside there will be moving 
around, internal competition and a search for the right place for everyone." 
It is true that solutions like this could start the development of a fetish of 
diplomas, just as it is true that this is exactly how the Yugoslavs who went 
abroad to work got their jobs. But this presupposes above all that there are 
good conditions for work organizations and jobs in which a personal income can 
be earned that at least covers the basic needs of the workers. Yet a majority 
of those employed already are not able to do that. A further real drop in 
personal incomes of those employed would perhaps be a still greater threat to 
social and political peace than unemployment. 


It is obvious that something is wrong with the system, said Professor Obrad 
Djurdjevic, when we have to use administrative measures to force enterprises 
to hire new workers. That is not done anywhere in the world, but over there 
something else drives business executives to seek new manpower and indeed even 
to bring it in from abroad. 





There is a particular exchange of ideological views these days concerning the 
proposed version of the law on the conditions and manner whereby the economy 
could obtain the resources of individuals in order to expand its material base 
and employ more people. The practice of investing the resources of those re- 
turning from abroad in OUR's as a basis for their being hired has existed for 
several years now in Yugoslavia, but since that practice was not altogether 
covered by legal statutes, the aim was to do so with this complete law, which 
now envisages this possibility for all individuals, not just those who have 
worked and lived abroad. This solution bothers many people, since it places 
those who do not have the capital to buy a share in an unequal position. This 
is to overlook that the new jobs created in this manner would not exist without 














the investment and also that every investment and the hiring of the investor 
opens up possibilities for several new jobs. 


The basic drawback of this solution and indeed of all those enumerated above 
is that their main goal is to get together the capital and hire the workers, 
without any sort of guarantee that that capital will be invested in new pro- 
ductive and promising business ventures. The political structures of local 
communities at the lower and higher levels, who up until now have usually gone 
no further than building one more textile mill, will once again have to decide 
about using borrowed resources, the resources which work organizations pay in 
because they have not employed all the trainees required, and also the invest- 
ments of individuals. 





The only right way to solve the problem of unemployment is from the other end-- 
where the needs exist for certain products and services. Today we go into Yu- 
goslav stores with the intention to buy a particular commodity, but the ques- 
tion "Do you have" receives the answer "No, we don't" in at least half the 
cases. Every such "No" is a real occasion for opening up new business and new 
jobs. More and more we are becoming “do-it-yourselfers" in the household, 
since it is difficult to obtain the services, and they are too expensive, 

since there is little competition. It is certain that there is good business 
to be had and also room on both the domestic and foreign markets. It is not 
true that the capital is lacking to open up these jobs and opportunities. The 
capital which Yugoslavia had at one time for credit financing of small busi- 
ness was not used, nor was that set aside for the "Green Plan." If it was 
spent at all, it was spent for other purposes. So many investments were spent 
on the wrong projects and “superstructure,” although it was known in advance 
that a sizable proportion would be big mistakes. The resources from the Fund 
for the Underdeveloped Areas are being invested only in capital-intensive proj- 
ects and branches where the profit is small or nonexistent, and the population 
of those regions is suffering from ever greater unemployment. 


Resources will always be found for good and solid programs tor the conduct of 
economic activity and thus for the creation of new jobs as well. But the ex- 
ploration of those opportunities should be entrusted to professional institu- 
tions, to economic chambers, to work organizations, to real investors, t» 
academies of sciences, if necessary. Just let those who are not businessmen 
or experts just get out of this business once and for all. In local communi- 
ties, opstinas or broader regional sociopolitical communities the only thing 
that should be done is to create and open up opportunities for the flourishing 
of that kind of initiative and eliminate everything that stands in the way of 
development of both associated and "“unassociated" labor. In all of this the 
enterprise must finally obtain a different status and treatment--free initia- 
tive in its own development, while those employed in it must have an economic 
and vital interest in the development and expansion of their own work organi- 
zation. 
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YUGOSLAV TRUCKING ENTERPRISE CONTRACTS WITH USSR, NEAR EAST 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 25 Oct 85 p 2 
[Article by R. Krcunovic: "The Convoy Can Depart"| 


[Text] The Committee for International Trucking of the General International] 
Transportation Association has recently supported a number of activities aimed 
at a better effort of carriers on the international market for transportation 
services. The business of organizing the transport of goods going to the USSR 
has been entrusted to the business community "Srbijatransport" of Belgrade, 
and the Near East to the business community "Makedonija-saobracaj" of Skoplije. 
Several special contracts and agreements are now being carried out, some are 
in the works, and there are plans to adopt a self-management accord which will 
set forth the criteria and standards for the effort of our carriers abroad. 


During the coming year and the years to follow it is also expected that Yugo- 
slav truckers will have a larger share in carrying transit goods from Italy 
destined for the USSR and also in the combined transport of goods from the 
SFRY and third contries to Iran and Afghanistan. 


Specitic Agreements--Better Deals 


Back in early October "Srbijatransport" concluded with trading partners from 
the USSR a general agreement on cooperation in the field of international 
trucking in which all conditions were guaranteed for equal negotiations be- 
tween the carriers of the two countries. According to the figures available, 
in 1986 trucks will carry a total of 99,13/ tons of goods in both directions 
between the SFRY and the USSR, not counting the quantity covered by “turnkey' 
projects and other goods which come under the head of equipment for capital 
investment projects. 





The share of this business going to Yugoslav truckers has been increasing in 
the recent past, and this year it will be twice as great as last, although it 
still has not reached the desired volume, and to that end a number of activi- 
ties are being undertaken in "Srbijatransport," which acts on behalf of the 


interests of Yugoslav highway freight carriers involved in international high- 
way transportation in the USSR. On the Soviet side the signers of the general 
agreement on overall cooperation in the field of international trucking were 
the foreign trade organization "Soyuzvneshtrans,” the Main Administration for 
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International Trucking “Sovtransavto" and the production organization for ser- 
vicing foreign-owned freight transportation equipment “Sovinteravtoservis." 


The general agreement incorporates the following as integral parts: the con- 
tract to maintain a regular trucking line on the route Belgrade--Moscow--Bel- 
grade, concluded in early 1983, the contract on providing return freight for 
Yugoslav vehicles from the USSR to the SFRY, dated December 1984, and the con- 
tract on rendering services to the truck crews of Yugoslav carriers within the 
USSR on the basis of service books of "Sovinteravtoservis," dated March 1985. 


However, it is envisaged that all contracts, protocols of talks, and special 
accords and agreements elaborating the provisions of the agreement and regulat- 
ing relations between the partners of the two countries in carrying freight by 
truck will also be an integral part of the agreement. The provisions also re- 
quire the signatories to draft and adopt each year approximate annual amounts 
of exports and imports to be carried, which would be the basis for drawing up 

a monthly schedule, which is one of the basic conditions for the planned and 
organized effort of the carriers, one which also facilitates more favorable 
economic positions. 


The organizing of trucking to the Near East, as has been agreed at the meeting 
mentioned of the Committee for International Trucking, is being taken over by 
the business community "Makecvi..,a-saobracaj" of Skoplje, which will guarantee 
far better access and a better-organized effort for all Yugoslav carriers on 
those routes than has been the case up to now. Plans call for opening repre- 
sentative offices in Turkey, Iraq and lran, depending on agreements within 
this grouping and on the need. 


Several Activities Involving Longer Routes 


In the interest of increasing the size of the share of our truckers in carry- 
ing transit freight, representatives of "Srbijatransport" have already drawn 
up the draft of a contract with the joint Ltalian-Soviet firm “Italsotra" of 
Turin. Conclusion of a contract with "Sovtransavto" and "Soyuztranzit" on 
joint transport of freight from Yugoslavia and third countries to Iran and Af- 
ghanistan across the territory of the USSR, which would make it possible to 
transship freight from Yugoslav to Soviet vehicles in the town of Mineralnyye 
Vody in the USSR, is in the final phase. The conditions of a possible con- 
tract to carry Italian exports involved in “turnkey” projects going from Italy 
to the USSR between Sezana and construction sites in the USSR will also be set 
forth very soon. 


The contract mentioned concerning joint carrying of freight from the SFRY and 
third countries to Iran and Afghanistan across our territory by Yugoslav and 
Soviet vehicles has been drawn up and agreement has been reached on all points 
except the joint shipping rate. Representatives of "Srbijatransport" and "Ju- 
gosped" of Belgrade have surveyed the entire route which vehicles would take 
from Belgrade to Mineralnyye Vody, and treight can now be carried on a trial 
basis on this route, to be followed later by regular lines. 


The cooperation between Yugoslav and Soviet truckers, the judgment is, is go- 
ing better and better. Transactions are under way to establish a joint busi- 
ness unit in Moscow for the purpose of unified representation of Yugoslav 
truckers on the USSK market, and it will probably go into operation before the 
end of this year. 
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CORN HARVEST, PRICES, EXPORT, STORAGE PROBLEMS DISCUSSED 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 24 Oct 85 p 1! 
{Article by Vlastimir Popovic: "The Drought Did Not Pick the Corn"] 


[Text] Strange things are happening on our disunited farm market. Until 
about 2 weeks ago there was moaning and groaning about the fate of this 
year's corn harvest, but when the harvest began, suddenly there was a surplus 
of this grain, and the supply exceeded the demand. Trailers full of “yellow 
gold,” as corn is referred to by some color specialists, are waiting in line 
at purchasing stations, which angers the growers. They need money, for one 
thing to invest in fall operations, in planting wheat, tor example. 


According to some calculations, on the eve cf this year's harvest there were 
still about 3 million tons of corn from last year's harvest in the barns of 
peasants. Corn from last year's harvest, because of the high moisture con- 
tent of the kernel, is not good for keeping, which was proven this spring, 
when the exportation of sizable quantities was not allowed. Representatives 
of the livestock-growing regions of the country, that is, of the republics 
which have a shortage of corn, succeeded in obtaining a ban on exports at a 
time when a favorable price, that is, $140-150 per ton, could have been ob- 
tained on the world market. The ban was later removed, but shelled corn was 
selling at a price that was $50 cheaper, and no one responded because it did 
not make good business sense. 


The people in the General Association of Yugoslav Agriculture and the Food 
Processing Industry say that less than 3 million tons of last year's entire 
record harvest were purchased, even counting the quantities which were ex- 
ported (a total of about 700,000 tons). This means that at least another mil- 
lion tons could have been exported without disrupting supply on the domestic 
market. The surpluses ended up in the barns of the peasants, and it is well 
known that once it goes there, it does not come out easy. 


A Basketful of Difficulties 


Back at the beginning of the month we were told in the Federal Committee for 
Agriculture that in spite of the poor harvest shortages were not anticipated 
on the market. But even in that institution they did not expect the sudden 

surplus, or, better stated, the supply in excess of demand. The harvest has 
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not yet been completed, but the most recent estimates of the Federal Bureau 
for Statistics show that the worst drought “in memory” still did not cause 
catastrophic destruction of the corn, as was estimated in September. Slightly 
over 9 million tons will be harvested from about 2.4 million hectares, which 
is quite enough to satisfy demand even i! one does not count the inventories 
in barns. 





in Slavonija shelled corn is being purchased at 36 dinars, in Vojvodina 38-40 
dinars. This is a decent price. But purchasers from other regions of the 
country are not making an appearance. There are no large consumers. 


The liquidity of the banks is on the whole satistactory. but that is the av- 
erage. The shortage of money is felt precisely in the regions of the country 
which are large corn consumers. Since there is no interbank circulation of 
money, there is no reason to expect that resources will be committed to uni- 
form purchasing of corn. Lest we forget, the fall planting is taking place at 
the same time, and that is also financed with bank money. 


The Spontaneity Is Continuing 


The reason why consumers are reluctant to take the quantities of corn which 
correspond to their annual needs is interest. that is, it borrowed resources 
are now tied up in inventories, interest will be paid on them tor the entire 


year. What they want is to continue the practice whereby the grain-growing 
and in general farming regions of the country remain large storage tacilities 
for food and finance the inventories themselves. This is a practice they want 
to get rid of in both Vojvodina and Slavonija. The answer they give to the 
lamentations of the livestock raisers in Kosovo, Macedonia, Montenegro and a 
part of Bosnia-Hercegovina, to the effect that they do not have money even tor 
current production, much less interest, they say that they themselves will 
have to get the interest rebated and obtain money for purchases. 


The Federal Committee for Agriculture will insist that the system of commodity 
reserves begin to function once and for all. Yet at the same time it has been 
learned that all the directorates for commodity reserves would together pur- 
chase a total of only 420,000 tons of corn judging by their present plants. 
This, it goes without saying, is altogether inadequate and does not constitute 
any serious intervention at all. 


The situation is complicated by the shortage of storage space. “Convoys" of 
trailers full of corn have extended even more than a kilometer in tront of 
certain purchasing stations! In Slavonija they say that even the wheat pur- 
chased from this year's harvest is not being withdrawn from the silos, since 
purchasers do not have the money, so that now there is no room for the corn. 
The lull in corn sales will have an impact on fulfillment of fali planting 
plans, they warn in the General Association of Yugoslav Agriculture. After 
all, the peasants expect to finance fall operations with the money obtained 
for corn, but in most cases they are not obtaining even advances for the sur- 
pluses of corn they have delivered. 

















In the Vojvodina Committee for Agriculture they advocate exporting 500,000 

tons of corn from that province, and in the Croatian Republic Committee for 
Agriculture they favor exporting 250,000 tons from Slavonija. They favor ex- 
portation on an emergency basis so as to relieve the pressure of the supply to 
some extent. But the people in the general association say that the traffic 
capacity of our transportation system is such that only 100,000 tons of corn a 
month could be exported. The situation on world markets is not encouraging 

tor our exporters, since the price of this grain, because of the large harvest 
in the United States and for other reasons, has dropped to $90-95 per ton. 
Translated, this means less than is obtained on the domestic market, so that 
there are motives for devising various schemes. Organizations which have noth- 
ing to do with raising livestock at all, but who expect to obtain from corn ex- 
ports foreign exchange with which they can play around on our market, are 

again becoming involved in the purchasing game, which simply compounds and ob- 
scures the situation still more. 


The paradoxes of our market have perhaps been best pointed up by the question 
of one member of the Federal Committee for Agriculture. What are we going to 
do, he wondered, when we have a corn harvest of 15 million tons, when here we 
do not know what cto do with 9 million tons?! 


No one has answered him. 

This fall's corn harvest, what else can you say, has exposed the divergence of 
interests and the spontaneity of the market, which is having more and more of 
an impact on agricultural production. And the consequences will soon be evi- 


dent. 
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BRIEFS 





TRAINEES HIRED--In the first 7 months of this year OUR's (organizations of 
associated labor) hired a total of 44,477 trainees, or 10.5 percent more than 
in the same 1984 period. The greatest increase was in financial service 
institutions where about 79 percent of the newly employed were trainees. 
[Excerpt] [Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 28 Oct 85 p 29] 
/9599 


BOSNIAN EXPORT SUPPORT--In order to stimulate a break-through into the 
foreign market by economic enterprises in Bosnia-Hercegovina, this republic 
has given financial support to the export economy. For instance, since 1982 a 
tax rebate law has been passed every year with the purpose of increasing 
foreign exchange earnings from the export of goods and services. The law 
provides funds from taxes on income which are paid into the republic budget. 
In the last few years 4.65 billion dinars have been made available in this 
way. It is expected that this year these funds will considerably exceed the 
need. As a result, a draft law on changes in the [tax rebate] law provides 
for a limit of 2.2 billion dinars to be taken from taxes on income [for this 
purpose]. [Excerpt] [Belgrade PRIVREDNI PREGLED in Serbo-Croatian 8 Nov 85 
p 2] /9599 


AGRICULTURAL PRODUCTION, EXPORTS, NEEDS--In the last 5 years Yugoslavia 
exported $5.5 billion worth of agrarian products, or an average of $1.1 
billion a year, which is far less than planned. This year production is 
expected to be 9 percent lower, largely because of frost and drought, and 
damage will be about $450 million. The hardest hit is corn production (about 
2 million tons less), followed by soybeans, tobacco, fruit, and vegetables. 
According to Milorad Stanojevic, president of the Federal Committee for 
Agriculture, this year's production, plus reserves carried over [from last 
year or previous years], will be adequate to meet domestic demand as a whole 
for 1985/86, except for vegetable oil and rice which will have to be imported. 
It will also be necessary to import about 100,000 tons of fish meal, 240,000 
tons of soybean kernels, and about 200,000 tons of crushed soybean, costing 
about $230 million, to meet animal feed needs. It is estimated, he said, that 
agricultural exports this year will total about $1 billion, or about 10 
percent less than last year and about 25 percent less than planned. On the 
basis of data on the physical volume of production, the Federal Institute for 
the Plan expects the total economy to complete the current medium-term plan 
period with an average rate of increase of 0.7 percent, (2.7 percent for 
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industry and 1.1 percent for agriculture) which is considerably lower than 
planned. The agricultural population continues to decline at an «verage rate 
of 3.1 percent, while the working population in agricultural production is 
declining at an average rate of 2.6 percent. There has been no expansion of 
the socialized sector nor enlargement of plots on private farms. On the 
contrary, there is greater fragmentation into smaller land holdings (below 2 
hectares) and an increase in so-called “mixed households" which now account 
for about 60 percent of all [?agricultural] households. At the present rate 
at which land is being purchased for the socialized sector, the goal, estab- 
lished in 1970, of bringing 30 percent of the agricultural land area into 
the socialized sector will be accomplished in 2050! [Excerpt] [Belgrade 
BORBA in Serbo-Croatian 6 Nov 85 p 2] /9599 


WHEAT PLANTING--Thanks to recent rains, wheat planting has been accelerated 
and 1.1 million of the 1.46 million hectares planned have not been planted as 
of 14 November, or somewhat more than at the same time last year. Planting 
could be completed in 10 days and the plan will most probably be fulfilled. 
The increased purchasing of corn in the last few weeks has also speeded up 
wheat planting. As of 11 November somewhat more than | million tons of corn 
had been purchased [by the state]. [Text] [Belgrade PRIVREDNI PREGLED in 
Serbo-Croatian 15 Nov 85 p 1] After about 1.2 million hectares had been 
planted at the beginning of this week, wheat planting throughout the country 
was interrupted by an early snowfall. It is now considered probable that 
wheat planting will end at about 1.3 million hectares, or an area larger than 
last fall. [Excerpt] [Belgrade PRIVREDNI PRECLED in Serbo-Croatian 20 Nov 85 
pil} /9599 
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